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nks to Genetrons 


\ > | how are they AL LIED ? 


D 
/' There’s only one fundamental answer to that question: 


NF - Each picture you see portrays some aspect of Allied Chemical . . . suggests the 
me broad range of its products, its plants, and progress made during the year by 
ane seven integrated divisions with 30,000 employees. 
opewe even bigger, even bette The complete story, of course, could fill a book — and does. 


sy Our 1954 Annual Report covers a full year at Allied — points to some new 
ee tt developments such as — 





National Aniline’s brand new center at Hopewell, Va., for the production 
of Allied Chemical Nylon, Plaskon nylon resins and other new chemicals. 


A 100% increase in General Chemical’s output of Genetrons — 
the organic fluorines that make aerosol propellants, refrigerants. 


ci f y The addition of Mutual Chemical Company — the country’s 
i 5 ‘ a oldest and yet most modern when it comes to chrome chemicals. 
Barrett’s exceptionally pure phenol and its parade of 
plastics for other industries. 
Hydrogen peroxide, the upcoming product of the Solvay Process Division. 
Improved A-C Polyethylene through Semet-Solvay Division’s discoveries. 
Further expansion at Hopewell, Va., and other locations by Nitrogen 
Division—already the world’s foremost supplier of fixed nitrogen. 


And the new research facilities which provide every division with its own 
modern laboratory and research staff. 


AND FINANCIAL HIGHLIGHTS ? 


® Total sales and other income — $538 million 

Net earnings — $43 million — $4.80 a share 

Total expenditures — new plants and equipment — $94 million 
Research & Development — $15 million 

Dividends quarterly for 34 years — $3.00 a year in 1954 — 

to approximately 29,000 stockholders 








’ . The Annual Meeting of 
There’s more ™ the report. ; Allied Stockholders will be held at 
If you have an interest in Chemicals Chemical ] 61 Broadway, New York City, 





Monday, April 25, 1955 
at 1 p.m. (Daylight Saving Time). 
All Stockholders are 


Shas cordially invited to attend. 


—or a company that makes them 
—write for our Annual Report. 





ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 6, N. Y. 





. ; 2 TF d “Chemicals Vital To American Progress” 
- le Barrett General Chemical Mutual Chemical 
Cn : National Aniline Nitrogen 
a h emica | Semet-Solvay Solvay Process 
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Cover Picture . . . Gateway to the tropical 
Caribbean islands is the 15th century 
fortress E] Morro and the old-world city of 
San Juan, capital of Puerto Rico, As an in- 
dependent Commonwealth, Puerto Rico is 
a new concept in American political history. 
It has preserved its Spanish atmosphere of 
five centuries while becoming the laboratory 
of one of the most remarkable developments 
in economic progress ... Under a govern- 
ment of the ablest men who collaborate with 
a dedicated leadership in industry, commerce 
and banking, the Commonwealth is setting 
an example of public-private cooperation 
that upholds and forwards civic and eco- 
nomic progress in the best American tradi- 
tions. In just 14 years this has raised the 
gross product from $277 million to $1 
billion 186 million, and increased net in- 


come by 325%. 
Photo from Hamilton Wright Organization, Inc. 








Marcu 1955 





Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 














PARKE-BERNET 
GALLERIES, Inc | 


980 MADISON AVENUE § } 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


From 


Distinguished Sources 
AND 


PARKE-BERNET : Inc } 


MACHINERY, SURPLUS AND } 
REAL ESTATE DIVISION , 


A Subsidiary 


For Public Auction Sales 
throughout the United States | 
of all types of industrial prop- 
erties, products, materials, 
government surplus, real 
estate, etc. 


4 
§ 
4 
4 


Write for information 
regarding the Parke-Bernet 
method of selling personal or } 

industrial properties at 
public auction 





























A 


Canadian 
Trust 
Comp any Established 1882 





TRUSTEE 
FOR BOND ISSUES 
TRANSFER AGENT e REGISTRAR 
EXECUTOR & TRUSTEE 
MORTGAGE LENDING AGENT 


INVESTMENT MANAGEMENT 


We invite your inquiries The 
Toronto 
General Trusts 
Corporation 


HEAD OFFICE: 253 BAY STREET, TORONTO 


MONTREAL. OTTAWA WINDSOR WINNIPEG REGINA 
SASKATOON CALGARY EDMONTON VANCOUVER 














191 
































Here is a quick way to help your clients 
examine their Wills before they are put to 
the inevitable trial of administration. 

By checking a short series of questions 
they can see the reasons why they 

should consult you about needed changes 


before it is too late. 


You may have any number of these 
folders without charge simply by calling 
HAnover 2-4600 (or writing) and 


asking our Trust Department for them. 


This is a small illustration of our 
readiness to work with you to solve the 
many estate problems that face your 


clients. May we be of service? 


United States Crust Company 


of New York 


CHARTERED 1853 
45 Wall Street, New York 5, New York 


Member Federal Deposit Insurance Corporation 
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FIDUCIARY EQUITY INVESTMENT, personal 
and pension, is a major factor in the re- 
vival and strength of the stock market, as 
Keith Funston, president of the New York 
Stock Exchange, pointed out in testimony 
this month before the Senate committee on 
Banking & Currency. In addition to the 7% 
million individuals found by the recent 
Exchange survey to own corporate shares, 
Mr. Funston remarked the $38 billion esti- 


| mate of stockholdings by bank-administered 
personal trust funds, out of an institu- 


tional aggregate of about $66 billion. Of 


; the increase from about $32 billion in 
| 1949, about 80% was accounted for by rise 


in market values. Of the $12 billion of 
pension trust funds, $3 billion was esti- 
mated to be in stocks....Investment com- 


| panies, life insurance and savings banks 
also helped swell the equity total.... 


On the fiduciary side, the shift to 
equities is shown by comparison of trust 
portfolios 20 years ago — when 20% was 
about tops for "Special cases" — and the 
consensus of 35-50% cited in the Trust In- 
vestment Symposium published in Jan. '55 
issue (page 20) of Trusts and Estates. 
Furthermore, against the five states that 
permitted discretionary investment in 
1927, there are now 39 states giving from 
partial to complete "prudent man" discre- 
tion for stock investment.... 





The development of the Common Trust Fund 
also shows changes in percentages and 
amounts of funds invested in equities: the 
15 discretionary funds in operation ten 
years ago held an average of 28% stocks 
out of aggregate assets of $119.6 million. 
At the end of '54 these funds held 49% out 
of aggregate assets of $448.9 million, 
tuch of which increase was net increase 
in the stock portion of accounts formerly 
held almost entirely in bonds. 


PLANNING YOUR ESTATE — "Gifts and Split 
Bequests Will Cut Taxes" titled a leading 
article in the Feb. 18 issue of U. S. News 
& World Report containing charts showing 
different tax costs under various methods 
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of distribution and emphasizing the ad- 
vantages of splitting bequests between 
wife and children and spacing gifts. "As 
an alternative (to outright gift to wife), 
he can give property in trust to his chil- 
dren, with a provision that his wife gets 
a lifetime right to income from the prop- 
erty" and thus avoid further estate taxes, 
the article points out, and gives examples 
of the benefits from life insurance.... 
Missing is any mention of power to use 
principal or of accumulation trusts for 
gifts....Both business and news maga- 
zines are giving more and more space to 
estate and trust affairs these days, par- 
ticularly on the tax and investment 
aspects, as professional trusteeship moves 
into wider areas of service to people of 
more modest means. 


COMMON TRUST FUNDS HOLD ASSETS WORTH 
$1.5 BILLION, including $660 million of 
equities taken as of the market value of 
the 1954 annual report dates of the 170 
funds included in a study by Trusts and 
Estates. Aggregate portfolio of 122 dis- 
cretionary and 5 exclusively common stock 
funds showed 50% of total volume invested 
in common stocks, 12% in preferred stocks, 
and 36% in bonds. A similar aggregate for 
43 "legal" or restricted funds showed 25% 
in common stocks, 14% in preferreds and 
56% in bonds. Common stock holdings in 
common trust funds are listed at page 204. 





- MOUNTING FRUSTRATION IN SENATE FULBRIGHT 
HEARINGS stems from inability of wit- 
nesses, despite their willingness to co- 
operate, to gauge whether stock prices are 
dangerously high, as some questions do not 
lend themselves to definite answers. Trend 
of Senatorial thinking during the first 
week indicates that recommendations will 
probably be forthcoming for more exchange 
regulation, a closer rein upon small and 
now unregistered stock flotations and some 
form of regulation for unlisted trading 
activities. Suggestions for easing of 
capital gains treatment have fallen upon 
deaf ears and promotion activities of the 
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New York Stock Exchange have evoked 
critical reaction. 


AGAIN and AGAIN and AGAIN: DISCIPLES OF 
GOVERMENT SPENDING as a panacea in good 
times as well as poor, are on the march 
again. On Jan. 28th seven economists 
testified before the Congressional Joint 
Economic Committee that the Federal defi- 
cit ought to be bigger. On Feb. 26th the 
Conference on Economic Progress — headed 
by Leon Keyserling, chairman of the Coun- 
cil of Economic Advisers under President 
Truman — castigated the policies of the 
present Administration as utterly inade- 
quate in spending the peoples' money and 
proposed about $10 billion increase in 
the deficit, together with a cut in in- 
come taxes through wider exemptions. This 
would be made up, the report said hope- 
fully, by the "resulting expansion" of the 
economy. Bootstraps, it seems, are being 
worn even longer this year by the spend 
your-way-to-prosperity economists. 


LABOR UNIONS ARE PURCHASING CORPORATION 
STOCK on a large scale, partly from their 
treasuries, partly from welfare funds. The 
Teamsters Union, with $34 million of 
assets (not including pension funds) owns 


t 


a million dollars worth of Montgomery Ward i 


stock and is investing another million. It 
has loaned a million dollars to Fruehauf 
Trailer. President Dave Beck wants a union 
policy permitting large commitments in 
corporation stock. The AFL Electrical 
Workers recently bought, for a million 
dollars, a controlling interest in Amer- 
ican Standard Life Insurance Co. This 
union has 48 million dollars in its pen- 
Sion funds available for investment. The 
United Mine Workers invested heavily in 
National Bank of Washington (D.C.) and the 
CIO Clothing Workers owns two banks and 
two insurance companies.... 

Union leaders say that control of com- 
panies through stock purchase is limited - 
the cost of buying control of large com- 
panies is prohibitive, small ones do not 
offer enough prospective return in dues. 
Most labor leaders are opposed to invest- 
ment in corporate shares. The AFL Ladies 
Garment Workers used its financial 
strength in a different way — built a 
$40,000 dress factory and leased it to the 
competitor of concerns where the union was 
on strike. Despite existing rules in most 
unions limiting investments to government 
bonds, a new phase in corporate stockholder 
relations may have begun. 
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: Fiduciaries Financial Service 
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- 
iam 
: This service is to assist individuals acting as Executor, Ad- 
* ministrator, Trustee or Guardian—their Counsel, Accountants 
t= or Advisors. 
'S 
By appointment of Bankers Trust Company as Custodian or 
tie Agent, fiduciaries may relieve themselves of the worries and 
was details of property management and the keeping of pertinent 
St records. The following services may be obtained in whole or 
nt ; ‘ , : 
wen in part as the fiduciary and his counsel require: 
Safekeeping of Securities Investment Advisory Service 
; Collection of Dividends Maintenance of Complete Estate, 
& and Interest Trust and Income Tax Records 
Handling of Security Real Estate Management and 
Sales and Purchases Mortgage Servicing 
Stock Transfers Depositary under Court Order 
You are cordially invited to write Personal Trust Division, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 
line of the services we render as agent for individual executors. 
| 
| BANKERS TRUST COMPANY 
| NEW YORK 
| 
| 
| Member Federal Deposit Insurance Corporation 
csiimuandaada 
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Tax Dangers for Non-Grantors of 


TRUSTS FOR SUPPORT OF DEPENDENTS 


T FIRST GLANCE, THE CHANGES MADE 
by Sections 677(b) and 678(c) of 
the Internal Revenue Code of 1954, 
dealing with the liability of grantors 
and others upon income of trusts set 
up for the support of their legal depend- 
ents, do not seem significant. Indeed, as 
to persons other than the grantor, Con- 
gress stated that it had “liberalized” the 
law.! Upon more careful consideration, 
it becomes clear that Congress has un- 
intentionally introduced new complex- 
ities and paradoxes into the law so far 
as non-grantors are concerned. 


The law concerning the tax liability 
of persons other than the grantor, aris- 
ing out of trusts set up for the support 
of their legal dependents, developed in a 
large measure as an appendix to the law 
concerning the taxability of grantors of 
support trusts and can only be, under- 
stood in that context. It thus becomes 
necessary to review preliminarily that 
law. 


Trusts for Grantor’s Dependents 


By a combination of Congressional 
and court action, the law as to the 
taxability of a grantor on the income 
of a trust which he has set up for the 
support of a legal dependent has been 
clearly crystallized. It was established 
by Douglas v. Willcuts,? Helvering v. 
Schweitzer,? and Helvering v. Stokes,* 
that, where trusts require the use of the 
income for the support of the dependent, 
the income was taxable under section 
22(a) of the Internal Revenue Code, 
now section 61 of the 1954 Code. 


Following the court decision in Hel- 
vering v. Stuart,> Congress in 1943 
added subdivision (c) to section 167, 


1Senate Finance Committee Report, No. 1622, 
88d Cong., 2d Sess., p. 371. 


2296 U.S. 1 (1937). 


8296 U.S. 551 (1987), per curiam, rev’g. 75 F. 
(2d) 702 (C.A. 2d 1935). 


4296 U.S. 551 (19387), per curiam rev’g. 79 F. 
(2d) 256 (C.A. 8d 1985). As to alimony trusts and 
related problems, Douglas v. Willcuts has been 
superseded by sections 22(k) and 171 of the 1939 
Code (sections 71 and 682 of the new Code), but 
it still remains unchallenged law as to the general 
liability of grantors under trusts for the discharge 
of their legal obligations. 


5317 U.S. 154 (1942), rev’g 124 F. 
(C.A, 7th, 1941). 


(2d) 772 
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which provided that the income of a 
trust should not be taxable to the 
grantor merely because, in the discre- 
tion of another. person, the trustee or 
the grantor acting as trustee, it might be 
applied to the support of a dependent 
of the grantor, except to the extent 
that it was actually so applied. The 
courts have narrowly construed section 
167(c), however, so as not to exempt 
the grantor where the income may be 
used for the support of the dependent 
by the grantor in a capacity other than 
as a formal express trustee with legal 
title to the trust corpus. 


Thus, in Hopkins v. Comm.,® where 
the grantor reserved the power to direct 
the corporate trustee to use the income 
as he deemed to be in the best interests 
of his minor son, the grantor was tax- 
able on the income, even though the 
court recognized that the power was a 
fiduciary one. A strange feature of this 
case was that the grantor was in fact 
expressly named as one of two co- 
trustees but, since the trust deed ex- 
pressly vested title exclusively in the 
other co-trustee, the grantor was con- 
sidered as not technically a trustee with- 
in the meaning of section 167(c). The 
court recognized that the power to use 
the income for the benefit of the de- 
pendent was a fiduciary power although 
it also held that the grantor being obli- 
gated to support the dependent had a 
beneficial interest in the power which 
it found was not inconsistent with his 


fiduciary obligation. Nevertheless, the 


6144 F. (2d) 683 (C.A. 5th, 1944). 


grantor was held taxable on the income 
not used for support simply because he 
was not a formal express trustee. This 
decision seems unduly technical since 
if the grantor’s power is a fiduciary 
one, there would seem to be no legal 
difference in the nature of his obliga- 
tion whether or not he is an express 
trustee, but a difference purely of 
name. 


Section 677 of the 1954 Code carries 
forward the provisions of section 167(c) 
of the 1939 Code with a minor technical 
change’ so that it is to be anticipated 
that the prior interpretations will be 


followed. 


Trusts for Dependents of Someone 
Other Than Grantor 


When a grantor sets up a trust for 
the support of a person he is not legally 
obligated to support, it is clear that he 
is not taxable on the trust income. 
Suppose, however the support benefi- 
ciary is the legal dependent of a third 
party (referred to herein as the non- 
grantor). A typical situation would in- 
volve a trust set up by a grandfather 
for the support of a minor grandchild 
whom the grantor’s son is legally obli- 
gated to support. The weight of author- 
ity supports the general opinion that 
the son in such a case would not be 
taxable on the income of the trust,’ but 
there are disturbing counterarguments 
and authorities. 


The cases, largely acquiesced in by 
the Commissioner, show a fairly consist- 
ent attitude against taxing the non- 


7Section 167 applied only to income which might 
in the discretion of the grantor or non-adverse 
party be distributed to the grantor. It did not ex- 
pressly apply to income actually distributed in dis- 
charge of his obligations, such income being held 
taxable to him under section 22(a). Section 677 of 
the 1954 Code is applicable to such income and it 
is unnecessary to refer to section 61, the old sec- 
tion 22(a). 


8Helvering v. Stuart, supra, note 5. 


*Special Supplement to Irving Lawyers Letter, 
Oct. 1954, p. 17; J. K. Lasser, Tax Report Letter, 
Dec. 1, 1954; Magill, Taxable Income (Rev. Ed.) 
(1945), 280; Paul, Studies in Federal Taxation (3d 
Ser.) (1940), 282; but see Smith, “Clifford” Trusts, 
TRUSTS AND ESTATES, Aug. 1954, 729. 


1eSome of the cases discussed in the text involve 
testamentary trusts, as distinguished from inter 
vivos trusts. Perhaps this discussion is material 
under the 1954 Code. 
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grantor, "© as in the following situations: 


(1) Where testamentary trust was 
set up by deceased husband with wife 
as trustee to apply income in her dis- 
cretion for support of herself and 
her minor children.11 It was held that 
the amount which was paid for the 
support of the children was taxable 
to the children and not to the widow, 
though presumably she was obligated 
to support them.11 


(2) Where action for divorce and 
for alienation of affections against 
another woman was settled by agree- 
ment pursuant to which trust of 
$400,000 was set up, income of which 
was payable to wife for support of 
herself and children; and a prior 
separation agreement was cancelled, 
petitioner-husband having been 
grantor in form only, all funds having 
been actually contributed by the other 
woman’s brothers. The Commissioner 
sought to tax the income to the hus- 
band on the theory that he was the 
grantor of the trust.12 


(3) Where taxpayer was entitled 
to one-third of wife’s estate and his 
infant son to two-thirds, estate con- 
sisting largely of interest in trust 
created by her father, and after trus- 
tee terminated trust by paying over 
property to taxpayer, latter immedi- 
ately transferred it by prearrange- 
ment to new trust, income of which 
was to be paid over to taxpayer for 
support, maintenance and education 
of his minor son “in such manner as 
the Donor [taxpayer] in his sole dis- 
cretion may seem fit.’’13 


(4) Where testamentary trust was 


rene O’D. Ferrer, 20 B.T.A. 811 (19380), aca. 

X-2, C.B. 28. This was decided prior to Douglas v. 
Willeuts, supra, note 2, and it had not then been 
established that even a grantor was taxable. 


RAllison L. S. Stern, 40 B.T.A. 757 (1939), aca. 
1940-1 C.B. 4. In Stern v. Comm., 137 F. (2d) 43 
(C.A. 2d 1948) involving the same transaction, the 
court held wife taxable on the trust income, saying 
at pages 45-6: “‘The question is whether sums of 
money which were not the product of the hus- 
band’s earnings or a part of his estate, but were 
wholly furnished by third parties, should be treated 
as his for income tax purposes merely because they 
Were means of relieving him from future payments 
of alimony.”? The answer was in the negative. 


“Frank E. Joseph, 5 T.C. 1049 (1945) acq. 1946- 
1, C.B. 3. The court said taxpayer was not the 
grantor of the trust to the extent of his son’s 
property. 


set up by deceased husband with in- 
come to be paid by trustee to widow, 
with ‘expressed hope that she would 
use income for support of their minor 
children.14 


(5) Where the petitioner contrib- 
uted securities to a trust which had 
been set up by her husband for the 
support of their minor children, and 
the income of these securities was 
payable to petitioner for her to use 
in her discretion for support of her 
children, the Commissioner sought to 
tax the petitioner rather than the 
father who was legally obligated to 
support the minor children.15 


(6) Where wife set up trust for 
support of her children, and wife and 
husband were jointly liable for sup- 
port, it was said that the husband 
was not taxable.1é 


(7) Where grandparents set up 
trust naming daughter as sole trustee 
with income to be used for support of 
herself and her child, she to be sole 
judge of amounts to be used for child’s 
support, any balance of income to be 
hers.17 


Contrary Authority 


The foregoing authority explains the 
prevailing feeling that non-grantors are 
not taxable on the income of support 
trusts. Unfortunately, there is some dis- 
turbing adverse authority. 


In Stix v. Comm.,!® a mother exe- 
cuted two deeds of trust, under each of 
which her two sons, the taxpayers, were 


4Virginia White, 5 T.C. 1082 (1945). 


15Sunderland v. Comm., 152 F. (2d) 675. It seems 
to have been assumed that the mother was not 
legally obligated to support the children. The Com- 
missioner sought to tax the husband only on the 
income of the securities which he had contributed 
to the trust and even though income from the 
wife’s securities was required to be used for the 
support of the minor children whom the husband 
was legally obligated to support. 


16Frances J. Clow, 1 T.C. 928 (1943). Wife was 
held taxable because of joint liability for support 
under Illinois law, but court indicated husband was 
not taxable. 

17Agnes R. May, 8 T.C. 860 (1947). 


18152 F. (2d) 562 (C.A. 2d, 1945). 
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trustees. One trust was for the benefit 
of one son as primary beneficiary and 
the other for the benefit of the other 
son. Each trust provided that, during 
the life of the primary beneficiary, the 
trustees were to pay all the income to 
him “except that the trustees may in 
their sole and exclusive discretion at 
any time or from time to time pay over 
the income to the sons [the grantor’s 
grandchildren] of the primary benefi- 
ciary.” During the years in question, all 
of the income was distributed to the 
grandchildren. Nevertheless the sons 
were held taxable. The Court said, at 
pages 563-4: 


“Quite aside from whether a control, 
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so little fettered, should ever be re- 
garded as less than absolute, when 
taxes are in question, the taxpayers 
at bar failed to carry their burden of 
proof, for they did not show what 
part of the income they could have 
been compelled to pay to their sons; 
and how much, therefore, was not 
within absolute control. As we have 
said, in the years in question all of 
the income of both trusts was given 
to one whose maintenance and support 
his father was still liable. As much as 
was needed to discharge that obliga- 
tion was part of the father’s income. 
However, in order to avoid further 
litigation, we do not limit our ruling 
to that situation: neither taxpayer 
could escape taxation upon the whole 
income unless he showed, not only 


what he in fact gave to his sons, but 
what was the minimum which a court 
would have compelled him to give, 
above the measure of his paternal 
obligation. All else he might withhold, 
and whatever more he chose to give, 
he gave out. of his own.” 

The Stix case fundamentally involved 
the Mallinckrodt doctrine’? — whether 
the trustee-beneficiary’s powers over the 
disposition of the income were so great 
as to render him taxable as the sub- 
stantial owner of the income even though 
he was not the grantor. The problem of 
support arose incidentally and seems not 
to have been thoroughly considered. 


19Mallinckrodt v. Comm., 146 F. 
8th, 1945). 


(2d) 1 (C.A. 
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9382 F. (2d) 92 (C.A. 3rd, 1936). 





A fundamental weakness in the case, 
so far as the support feature is con. 
cerned, is that there was nothing in the 
trust instrument that required that the 
distributions to the child should be used 
for its support. In the absence of such 
a provision, the payments to the child 
would constitute its separate estate and 
could not legally be used to discharge 
the father’s duty of support. Under such 
circumstances, it is clear that the father 
would not be taxable on the income of 
the trust, even where he is the grantor.”° 


The Stix case is grounded on section 
22(a). It has been argued that where 
trust income is to be used for a de- 
pendent’s support, the true beneficiary 
of the trust is the person legally obli- 
gated for the support since it is his obli- 
gation which is being discharged, and 
therefore he is the “beneficiary” taxable 
under section 162 (now 652 and 662). 
Regs. 118, Sec. 39.162-1(f) have long 
provided: 


“Any income of an estate or trust 
for its taxable year which during that 
year may be used, pursuant to the 
terms of the will or trust instrument, 
in the discharge or satisfaction, in 
whole or in part, of a legal obligation 
of any person is, to the extent so 
used, taxable to such person as though 
directly distributed to him as a bene- 


Such an argument was made unsuc- 
cessfully in a line of cases, of which 
Theodore P. Grosvenor™! is typical, 
holding a grantor not taxable on the 
income of a support trust either under 
section 22(a) or 162. This line of cases 
was overruled in Douglas v. Willcuts,” 
but taxability was imposed under section 
22(a) leaving unresolved the question 
of whether the person obligated for sup- 
port could legally be deemed the “bene- 
ficiary” of the trust under section 162. 


A somewhat similar issue arose under 
section 166 of the Code which formerly 
provided that the grantor should be tax- 
able if the trust could be revoked by 
the grantor “in conjunction with any 
person not a beneficiary of the trust.” 
In Savage v. Comm.,?° the wife had 
set up a trust incident to a divorce, the 
income of which was payable to the 
husband for the support of their minor 


(Continued on page 239) 


2Suhr v. Comm., 126 F. (2d) 283 (C.A. 6th, 
1942); Comm. v. Katz, 139 F. (2d) 107 (C.A. 7th, 
1943); Cushman v. Comm., 153 F. (2d) 510 (C.A. 
2d, 1946); Lillian M. Newman, 1 T.C. 921 (1943); 
Beardsley v. Hotchkiss, 96 N.Y. 201 (1884); In Re 
Jeffrey’s Estate, 137 N.Y. Supp. 168 (1912); but 
see Rev. Rul. 54-516, I.R.B., 1954-46, 7. 


231 B.T.A. 574 (1934) rev’d. 85 F. (2d) 2 (C.A. 
2d 1936). 


22Supra, note 2. 
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Lifalls in Administering 


PENSION & PROFIT SHARING TRUSTS) 


N VIEW OF THE THREEFOLD FEDERAL 
I tax advantage enjoyed by “quali- 
fied” pension and profit-sharing plans— 
a tax deduction to the employer for his 
contributions, the tax free status of all 
earnings and accretions in the trust 
fund itself, and the tax immunity of the 
employees under the plan until such 
time as they actually receive benefits— 
it is not surprising that employers con- 
sider the “qualification” of the plan and 
trust as a matter of prime importance. 
Many employers will not consider in- 
stalling a plan unless given reasonable 
assurance that it will qualify when es- 
tablished and will continue to qualify 
in operation. 


It seems important, therefore, that 
before undertaking to act as trustee of 


such plans a bank should be aware of 
the basic requirements which must be 
met in creating and administering a 
plan to insure its initial and continued 
qualification. This is of particular im- 
portance in the case of plans being es- 
tablished by smaller companies which 
may not have assistance available to 
guide them through the intricacies of 
this specialized field. 


Problems Arising Out of 
Federal Tax Laws 


In Connection With New Plans 


The first requirement with which a 
trustee should be familiar in connection 
with a new plan is that it must be in 
effect prior to the end of the fiscal year 
of the employer in order for the em- 
ployer to deduct its contribution to the 
plan for that year. In order for the 
plan to be in effect, there must be a 
valid trust under the applicable State 
law. In addition, regardless of local 
law, the trust must be in writing and 
executed, and the plan must contain all 
of the necessary basic provisions for 
qualification. In connection with this 
requirement, the Treasury Department 
will permit amendments to be made to 
the executed plan within fifteen days of 
the third month after the end of the 
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company’s fiscal year, but only for the 
purpose of meeting the anti-discrimina- 
tion requirements for qualification. 


The Government has taken the posi- 
tion that a plan which is conditional 
upon the approval of the Treasury De- 
partment is not “in effect” until such 
approval is actually obtained. There- 
fore, if approval is not actually obtained 
before the end of the company’s fiscal 
year in the case of such a conditional 
plan, the plan will not be in effect and 
no deduction will be allowed for that 
year, even if a favorable ruling is finally 
obtained. 


The Treasury Department also re- 
quires, in the case of a new plan, that 
the trust itself be funded prior to the 
end of the company’s fiscal year; that 
is, some property or money must be 
transferred irrevocably to the trustee 
before the end of the fiscal year. An 
accrual entry on the company’s books 


is not sufficient nor is it sufficient to, 


deliver a check to a pension or profit- 
sharing committee for delivery to the 
trustee unless the check is actually re- 
ceived by the trustee before the close 
of the company’s fiscal year. 


In Connection With Old and New 
Plans 


(a) Irrevocable Contributions. The 
money or property which is contributed 
to the trust itself must be contributed 
irrevocably. It may be tempting at 
times, particularly in the case of a 


profit-sharing trust, for the company to 
make an approximate contribution, to 
be adjusted after the final computation 
has been made by the company’s audi- 
tor. This could result, for example, in 
a refund by the trustee to the company 
of any excess contribution. This prac. 
tice is dangerous, however, and should 
never be permitted, since the Treasury 
Department may take the position that 
the contribution is not irrevocable if 
any of the money may be returned for 
any purposes whatsoever, including the 
adjustment of a tentative contribution. 
Such a position, though technical, might 
be sustained. 


(b) Time Limit for Contributions. 
In the case of an accrual basis taxpayer, 
contributions need not be made, except 
for the initial contribution to a new 
plan, prior to the end of the company’s 
fiscal year. Under prior law, the contri- 
butions had to be made within sixty 
days after the end of the fiscal year and 
this rule was strictly enforced. The new 
Internal Revenue Code permits a deduc- 
tion for contributions made by the due 
date for the company’s tax return, in- 
cluding any extensions granted for fil- 
ing the return. This should lessen the 
time problem of the company’s account- 
ant, but the trustee still has a deadline 
to keep in mind. There was a great deal 
of embarrassment and even litigation 
under the old law concerning this re- 
quirement, and presumably the new 
time limit, though extended, will also 
be rigidly enforced. 


(c) Contributions to Trustee. The 
contribution itself must be made to the 
trustee, not to some other person or 
company, such as the pension commit: 
tee, or directly to an insurance company 
in the case of an insured pension trust. 
In order for a deduction to be allowed 
the contribution must be made to the 
trust even though the trustee then pays 
an identical amount of money to an 
insurance company, for example. An 
exception to this situation arises in the 
case of a qualified group annuity pen 
sion plan where a trustee is not re 
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quired, and payment is made by the 
company directly to the insurer. 


(d) Valuation and Adjustment of 
Accounts. In connection with plans 
which provide for the distribution of 
dollar amounts credited to individuals, 
the trust’s assets must be valued and 
the individual accounts adjusted at 
least once a year. This would be true 


| in the case of profit-sharing plans and 


in some non-insured trusteed pension 
plans. The duty to perform both of 
these functions may be the trustee’s or 
the plan and trust may impose this 
obligation on the pension or profit- 
sharing committee, but the function 


} must be performed. 


(e) Definite Formula for Allocation 


of Profit-Sharing Funds. In connection 


with profit-sharing funds, the plan and 
trust must contain a definite formula 
under which the contributions, and 
earnings or losses of the trust fund, are 
allocated among the participants. Again, 
the plan may either provide that the 
profit-sharing committee perform this 
function or that the trustee shall do so. 
One of the proposals in the 1954 tax 
bill would have permitted certain dis- 
cretionary allocations by the company, 
but this provision did not pass. 


(f{) Investment Requirements. 
Among the more troublesome require- 
ments of the Treasury Department are 
those relating to the investment of pen- 


§ sion and profit-sharing trust funds. This 


is particularly so under the new Inter- 
nal Revenue Code which, although not 
as restrictive as the proposed law was, 
imposes two major limitations on in- 
vestment policies. The general rule that 
such trusts must be administered for 
the exclusive benefit of the employees 
must be borne in mind by the trustee 
in connection with investments. Diffi- 
culty from investment policy will usu- 
ally be avoided if this rule is followed 
and if all investments are made for a 
fair price, provide a fair return and if 
sufficient liquidity is maintained in the 
fund to pay anticipated death benefits, 
tetirement benefits and _ termination 
benefits. There are, however, certain 
special problems which are worth not- 
ing in this connection. 


The new law provides that a qualified 
trust will lose its exemption entirely for 
the following year if it engages in a 
so-called “prohibited transaction” and 
before exemption will be granted again 
it must establish that it will not again 
knowingly engage in such transactions. 
Generally speaking, this prohibition 
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covers dealings between the trust and 
the employer company, or a corpora- 
tion controlled by the employer com- 
pany, which are not handled at arm’s 
length—where the prices, rates of in- 
terest, salaries being paid or received 
by the trust are not fair. An example 
of this type of transaction might be an 
investment in the employer’s own stock, 
a situation which has been given a 
great deal of publicity in the last two 
years. The general rule must be remem- 
bered that the investment must be pri- 
marily for the benefit of employees and 
not of the employer or its stockholders. 
If this rule is adhered to, the invest- 
ment may be approvable. The old Reg- 
ulations, however, require specific in- 
formation to be filed with the Commis- 
sioner in connection with such an in- 
vestment so that he can determine 
whether or not the investment does 
qualify; presumably the new Regula- 
tions will also contain this requirement. 


The 1954 Code also provides for the 
taxing of so-called “unrelated business” 
income earned by an otherwise exempt 
qualified employees’ trust. In general 
this will result in a tax on income 
earned by the trust from any business 
regularly carried on by the trust, with 
certain permissible deductions. Under 
this heading, the code also includes 


rents received by the trust from a so- 
called “business lease” which is a lease 
for more than five years covering prop- 
erty with respect to which a debt is 
incurred either before or after the 
property is acquired, with certain ex- 
ceptions. 

Another investment problem which 
apparently is still present under the new 
law involves the investment by a trus- 
tee of a profit-sharing plan in life in- 
surance contracts for the benefit of the 
participating employees. The old Regu- 
lations are not completely clear on this 
point but apparently, if funds are in- 
vested in such contracts proportionately 
for all employees, and the contracts are 
designed primarily to provide retirement 
benefits for the participants, and if not 
more than fifty per cent of an individ- 
ual’s total allocated portion of the fund 
is ever invested or used as premiums 
for such contracts, such an investment 
will qualify. It may, of course, be very 
difficult to be certain that all of these 
requirements will be met in each case 
and there has been substantial agita- 
tion for a change in these rules. 


(g) Administrative Requirements. 
Finally, the trustee should be aware of 
two purely administrative requirements. 
First, for some peculiar reason, the trus- 
tee must file an annual request for a 
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ruling that the trust continues to be 
exempt under the applicable provisions 
of the Internal Revenue Code, a re- 
quirement that seems to serve no pur- 
pose but which, nevertheless, should be 
met. The trustee also, of course, has the 
duty to file Form 1099 in connection 
with distributions amounting to $600 
or more to any beneficiary during any 
taxable year. 


Problems Arising Out of 
General Laws 


Apart from Federal tax laws, there 
are certain basic principles of general 
law with which the trustee should be 
familiar. 


Adoption of the Trust and Plan. A 
prerequisite to the establishment of a 
plan is the proper adoption of the Trust 
Agreement. For sole proprietors, formal 
execution of the Trust Agreement should 
suffice. If the employer is a partnership, 
it is important that the partners sign- 
ing the Agreement be duly authorized 
to act in this manner on behalf of the 
partnership, and in the case of a cor- 
poration, the trustee should be certain 
that the officers have received proper 
authorization to adopt the plan from 
the Board of Directors and, if neces- 
sary, from the stockholders. 


Amendment. Future business and eco- 
nomic developments may dictate alter- 
ation or even cancellation of the plan, 
and the Trust Agreement should re- 
serve to the employer the right to 
amend and terminate the trust. It is 
advisable, however, to submit any pro- 
posed change to the Treasury Depart- 
ment for advance approval to avoid the 
possibility of amending or terminating 
the trust in a manner which might dis- 
qualify the plan. 


Rule Against Perpetuities. Most trusts 
designed to achieve the objectives of a 
pension or profit-sharing plan would 
violate the rule against perpetuities or 
the rule against accumulation of in- 
come. For this reason, twenty-four 
states have specifically exempted em- 
ployee benefit trusts from the operation 
of these rules. In the remaining states, 
the existing rules should be carefully 
examined to determine what limitations 
must be included in the Trust Agree- 
ments. 


Spendthrift Trusts. If so-called spend- 
thrift provisions are included in the 
trust, the law of the particular state 
should be checked to determine whether 
such restrictions are valid. In some jur- 
isdictions the assets held by the trustee 
for the benefit of employees may be 
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exempt from attachment or assignment, 
whereas funds that the trustee has dis- 
tributed to the beneficiary may be sub- 
ject to such attachments. If that is the 
case, the possibility of giving the trus- 
tee discretion to withhold _ benefits 
should be considered. 


Investments. Generally speaking, three 
types of investment provisions are 
found in pension and _ profit-sharing 
trusts: 

(a) The trustee may be given 
complete discretion to invest. 


(b) The trustee may be given the 
power to invest the funds subject, 
however, to a veto power held by the 
employer or a committee established 
by the employer. 


(c) The trustee may be given no 
discretion as to investments, but may 
be required to make investments at 
the direction of a special investment 
committee established by the em- 
ployer. 

It is the feeling of the author that a 
trustee should hesitate, and perhaps in 
some jurisdictions refuse, to accept the 
trusteeship of a trust containing the 
third type of provision. Such a com- 
plete delegation of investment powers 
may well expose the trustee to embar- 
assing criticism, if nothing worse, from 
the employee-beneficiaries if the invest- 
ments selected by the employer’s invest- 
ment committee result in losses to the 
trust. In addition, the trustee could be 
embarrassed if the employer or its agent 
required the trustee to invest in securi- 
ties or property of the employer. It 
would seem advisable for the trustee, 
when confronted with the third type of 
provision, to insist upon its own veto 
power over any directed investments. 


Immunity Clause. From the foregoing 
discussion, it is evident that the admin- 
istration of qualified pension and profit- 
sharing trusts is subject to technical 
requirements which can produce prob- 
lems even for a competent trustee acting 
in complete good faith. Therefore, it is 
advisable to have an immunity clause 
in the Trust Agreement, exempting the 
trustee from liability, except in the case 
of negligence, mismanagement or bad 


faith. 


The number of pension and _ profit- 
sharing plans will continue to increase 
rapidly. The availability of competent 
trustees to administer these plans will 
become more and more important. Five 
years from now it will be a rare Trust 
Department which has not been asked 
to handle such a trust. It is hoped that 
this check list will assist trustees in ser- 
vicing this type of account. 
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Reserve Board Rules on 
Publication of Common Trust 
Fund Information* 


The Board of Governors has been 
asked to comment with respect to the 
limitations contained in section 17 of 
Regulation F concerning the publication 
of information on common trust funds 
maintained by a bank. Preparation of a 
pamphlet descriptive of the operations 
of a common trust fund which would 
contain information taken from the an- 
nual audit report of such fund, including 
information concerning the earnings 
realized on the fund and the value of 
the assets thereof, was proposed. It was 
planned to make the pamphlet available 
to directors and stockholders of the 
bank, to present and prospective cus- 
tomers, to selected attorneys, and to 
correspondent banks for the purpose of 
furnishing information relative to the 
common trust fund and presumably to 
point out the desirability of its use by 
prospective trust customers. It is _be- 
lieved that the following discussion will 
clarify the principles and _ restrictions 
embodied in Regulation F with respect 
to the advertising of common trust 


funds. 


The annual reports of audits required 
to be made of common trust fund opera- 
tions are for use solely in informing 
those persons to whom a regular periodic 
accounting of the trusts participating in 
the fund ordinarily would be rendered. 
Material contained in these audit reports, 
or similar to that so contained, cannot, 
under existing provisions of Regulation 
F, be publicized in booklet form, or in 
any other form, with the intent to in- 
form the general public concerning the 
operations of a common trust fund. The 
word “publish,” as used in the pub- 
licity prohibition contained in sections 
l7(a) and 17(c) (3) of the Regulation, 
refers not only to publication in news- 
papers or periodicals, but to publication 
in any form designed to reach outside 
the group comprising those who ordinar- 
ily would receive periodic accountings 
related to administration of a common 
trust fund. 


The unsolicited furnishing of informa- 
tion to the general public, or to selected 
portions of the public, should be con- 
fined to acquainting the reader with 
the existence of the common trust fund 


_ and the purpose and use of such fund. 


It is wholly appropriate, therefore, to 
publicize the fact that a common trust 
fund has been established or is main- 
tained by a bank, as well as to make 
known its special and restricted purposes 





*As published in Feb. 1955 Federal Reserve Bulletin 
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and uses. However, the common trust 
fund is not to be regarded as an invest- 
ment “entity” to be popularized in and 
of itself. Publicity efforts of a trust 
institution operating a common trust 
fund should be directed toward demon- 
strating the desirability of and need for 
corporate fiduciary service. Reference to 
the common trust fund in such publicity 
should be incidental to the provision of 
such services and should be discussed 
only as one medium possibly to facil- 
itate the investment of funds held for 
true fiduciary purposes. Furthermore, 
trusts created and used for bona fide 
fiduciary purposes are to be distin- 
guished from trusts created by indi- 
viduals primarily seeking the benefits to 
be derived from corporate fiduciary in- 
vestment management. 

While banks operating common trust 
funds are enjoined to use particular care 
in the preparation of advertising and 
publicity material to see that it is in 
every way compatible with the spirit as 
well as with the letter of provisions of 
sections 17(a) and 17(c)(3) of Regu- 
lation F, the Board has not adopted a 
practice of determining the propriety 
of any specific common trust fund ad- 
vertising in advance of its use. 


A A A 


Chester Davis Named 
Assistant Secretary of Army 


Chester R. Davis, 
senior vice presi- 
dent and a director 
of Chicago Title 
and Trust Co., has 
been appointed by 
President Eisen- 
hower as Assis- 
tant Secretary of 
the Army, to suc- 
ceed Charles C. Finucane, who recently 
was promoted to Under Secretary of the 
Army. Mr. Davis, formerly head of the 
company’s Trust Division, served as an 
infantry commander in the AEF in 
World War I, and has been active in 
the Army Reserve, the Illinois National 
Guard and the Illinois Reserve Militia. 


His civic activities have included ser- 
vice as governor for the Shriners Hos- 
pitals for Crippled Children; vice presi- 
dent and director of the Chicago Regional 
Planning Association; trustee of Uni- 
versity of Illinois, Lake Forest College 
and the Hektoen Institute for Medical 
Research; vice president and director of 
Illinois Society for Mental Health, Inc. 
Mr. Davis also served as president of 
the Corporate Fiduciaries Association 
of Chicago; member of the Executive 
Council of the American Bankers Asso- 
ciation and ABA Trust Division Execu- 
tive Committee; and chairman of Com- 
mittee on Service for War Veterans. 


Trust Companies Association of 
Canada Pioneers Information 
Booklet 


A “question and answer” booklet en- 
titled About Canada’s Trust Companies 
has been published for general distribu- 
tion by the Trust Companies Association 
of Canada, marking the first known pub- 
lication of a pamphlet of this kind. In 
sixteen pages the pocket-size volume an- 
swers questions about the difference be- 
tween trust companies and banks; the 
total amount of wealth managed; the 
approximate percentages in estates under 
$25,000, $25-$50,000, $50-$100,000, and 
over $100,000; and explains what trus- 
tee investments are, as well as the fact 
that a will or trust agreement can give 
the trustee discretion to employ a 
broader range of holdings. The various 
services of the trust companies are de- 
scribed, both to individuals and to cor- 
porations or organizations. Fees are dis- 
cussed in a general way, and seven 
sample cases of fees actually allowed 
for various types of executor and trustee 
services are quoted. Particular advan- 
tages obtainable by appointing a trust 
company executor, trustee or financial 
agent are listed. The booklet is conven- 
ient, easy to read, has illustrations on 
every page, and above all is informa- 
tive in a pleasant but brief and factual 
manner. 

A A A 


Second District Trust 
Earnings Up 

Gross earnings of trust departments 
in New York City, according to the 
Federal Reserve Bank of New York, 
rose from $69.7 million in 1953 to 
$77.5 million in 1954, an increase of 
11%. By way of comparison, gross 
earnings in 1945 were $40.7 million and 
in 1949 $51.9 million. 


In the reserve city and country bank 
of the Second District gross earnings 
of trust departments increased 12.5% 
from $9.6 million in 1953 to $10.8 
million in 1954. Earlier figures for 
these departments were $$5.3 million 
in 1945 and $7.7 million in 1949. 

A A A 


Barclay to Lead A.LB. 
Trust Conference 


The Trust Business and Investments 
Conference of the American Institute of 
Banking’s Annual Convention in Miami 
will be held June Ist at the McAllister 
Hotel. Conference arranger and leader 
will be George C. Barclay, vice presi- 
dent of City Bank Farmers Trust Co., 
New York, and current president of 


the ABA Trust Division. 
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PROFESSIONAL INVESTORS DIGES® 


Sidehights 


BROADENING HORIZON FOR EQUITIES IN COMMON FUNDS 


HE EQUITY PORTION OF COMMON 
fgets fund portfolios in the United 
States, as of their various 1954 annual 
report dates, aggregated in excess of 
$659 million and represented more than 
45% of the billion and a half aggregate 
investments of these funds. In addition 
to the hundreds of issues in which hold- 
ings were increased, 58 new names 
were added to the list and 34 of last 
year’s no longer appear, leaving a net 
gain of 24 in the number of stock issues 


selected. 


Trade Winds 


Memos 


Portfolio Studies . 























THE TOP TEN 
No. Funds 

Company Holding 
Union Carbide & Carbon __... 142 
E. I. du Pont 126) 
Christiana Securities ___. 12§_ 138 
General Electric 133 
standara On (NJ.) —...___ 129 
General Motors 124 
Texas Co. 118 
wien, Tel. «@ Ter. 117 
Westinghouse Elect. —..___. 114 
Phillips Petroleum —— 100 tionary. 
Sears Roebuck 98 








fometere ie belel=> 


There are now 199 common trust 
funds in the United States operated 
by 159 trust institutions in 32 states, 
the District of Columbia and the Terri. 
tory of Hawaii. Of these 137 are discre. 
tionary, 45 are ‘legal,’ seven are exclu- 
sively common stock funds, 


Reports 


five are 


fixed-income funds, two are bond funds, 
one is for veterans’ accounts and two 
are cemetery funds. In addition, Canada 
has two legal funds and one discre. 


(Continued on page 207) 





FinanciAL & INSURANCE 


Aetna Casualty & Surety — 1 
Aetna Insurance -................. ne 
Aetna Life Insurance .._..... 6 
Alexander & Baldwin** ..... 1 
American Alliance Insurance —.. 2 


American Automobile Insurance. 6 
American Insurance 
American Surety ——.............. 4 
American Trust, San Francisco. 2 
Anglo California Natl. Bk., 

San Francisco* — — 6 
Associates Investment 











Bank of America N.T.S.A. 3 
Bank of Haweti®® 1 
Bank of The Manhattan Co., 

(N.Y.) in 
Bank of New York —_................. 2 
Bankers Trust (N.Y.) ..- 28 
GE GO 10 
Bishop National Bank, 

hl I RS 1 
Boston Insurance -__.... 3 
California Bank, Los Angeles**_ 1 
nna Cee 1 


Chase National Bank (N.Y.) —. 51 
Chemical Corn Exch. Bank & 








ES Fp ene 11 
Christiana Securities —. a 
Citizens & Southern Natl. “Bk., 

Savannah 1 
C.I.T. Financial —— . 88 
Commercial Credit -_ ace (ee 
Connecticut General Life ‘Ins. - a & 
Continental Assurance** __.. 2 
Continental Casualty — 3 
Continental Illinois Natl. Bk. 

& Trust, Chicago 35 
Continental Insurance .............. 38 
Cram & Forster* — — 1 
Employers Group Associates* — 1 
Employers Reinsurance** _ 1 
Federal Insurance* __ 4 
Fidelity & Deposit, Maryland - 3 
Fidelity-Philadelphia Trust — 1 
Fidelity-Phoenix Fire Insur. -.... 27 
Finance Co. of Penna —__............ 1 
Fire Association, Philadelphia — 7 
Firemen’s Fund Insurance -....... 33 
Firemen’s Insurance —-... ae 
First & Merchants National 

Bank, Richmond** — 1 
First National Bank, Atlanta .. 1 
First National Bank, Boston ~ 23 
First National Bank, Chicago .. 4 
First National Bank, Dallas .... 2 


First National Bank, Houston*. 1 
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COMMON STOCKS HELD IN COMMON TRUST FUNDS 


*Added since first T.&E. list published in 1951; 


Figures indicate number of funds holding stock. 


First National Bank, New York 4 
First National Bank, Phila. _..._ 1 
First National Bank, St. Louis — 2 
First National Trust & Savings 
Bank, San Diego* — 1 
First National Bank, Scranton — 2 
Girard Trust Corn Exchange 









WS IRS, 4 
Glens Falls Insurance —_... > FT 
Great American Insurance —.. 12 
Guaranty Tout, XN. Y. —.—..... 51 
Gulf Life Insurance* 1 
Baenover Sank, N. Y. —..._.___... 12 
Harris Trust & Savings Bank, 

Chicago* 2 
Hartford Fire Insurance* —_.._. 18 
Hartford Steam Boiler 

Inspection & Insurance __.. 1 


Home insuzence — ...._... 
Household Finance — 
Industrial Acceptance* 
Insurance Co. of North America 50 
irvine: Tew MN. 7. 14 
Jefferson Standard Life ‘Ins. * pe : 
Lawyers Title Insurance* _........_ 1 
Lehman  __ 1 
Life Insurance Co. of Virginia —_ 1 
Manufacturers Natl. Bk., Detroit 2 

6 

4 

8 





Manufacturers Trust, N. Y. 
Marine Midland Corp. 
Maryland Casualty* — 
Mellon Natl. Bk. & Tr., 
Pittsburgh a 
Mercantile Trust Co., St. Louis*_ 2 


eo Us Be ec § 
National Bank of Detroit _ setiiaiccs 11 
National City Bank, Chentand | 
National City Bank, N. Y. —. 65 
National Fire Insurance ___ 2 
National Shawmut Bank, Boston* 1 
National Union Fire Insurance .. 5 
New Amsterdam Casualty* 1 
New Hampshire Fire Insurance* 1 
ee ee EE 9 
North River Insurance Co.* _.. 2 


Northern Insurance Co.* ____- 1 
Northwestern National Life “<a 2 
Penna. Co. for Bk. & Tr., Phila. 6 
Peoples First Natl. Bk. & Tr., 

Pane 
Philadelphia Natl. Bank 
Phoenix Insurance ——...... 
Provident Trust, Phila. —.._. 
Republic Natl. Bank, Dallas _..._ 6 
St. Paul Fire & Marine Insurance 8 
Seattle-First Natl. Bank _..-.-. 4 
Security-First Natl. Bank, 

SOD: BRGONB~ <n, 1B 











Springfield First & Marine Ins... 3 
Standard Accident Insurance —.. 7 





ee 4 
Travelers Insurance —_._ ints ee 
U. S. Fidelity & Guaranty —. 12 
United States Fire Insurance —. 2 
U. S. Natl. Bank, Portland —... 2 
ke ee 2 
Wells Fargo Bk. & Union Tr., 
San. Pranciece® ............... 2 
Westchester Fire Insurance* 1 


Foop, Tosacco, MIscELLANEOUS 
Allied Mills* 1 




















Amerecen Chicle —_....._........,—. 13 
American Optical ————__... 3 
Asseriess Beaune 2 
American Tobacco -........_. 51 
Beatrice 6 
Beech-Nut Packing —~..... 5 
Best Foods _. 4 
Borden ne. 
en oS oe 1 
RN ssc es 4 
Coca-Cola 13 
Colgate-Palmolive g 
Corn Products Refining — —. 47 
Distiller Corp.—Seagrams** ___ 1 
General Foods 84 
ON 35 


Gillette Safety Razor -. 
Great Western Sugar* 
Griesedieck Western Brewery* — 1 
H. J. Heinz 1 
Helemano** 1 
Hershey Chocolate 2 
Hiram Walker, Gooderham & 




















eg lt a 1 
Rem & Barer nT 
Jewel Tea 10 
Kellogg** 1 
Liggett & Myers ——  —___._._ 25 
Life Savers* 2 
Mead Johnson 4 





ees ne 
National Dairy Products 
National Distillers Products —_.. 3 














Oahu Rwy. & Land** —_..___. 1 
Pouce: & Tor, iid. 4 
Pet Milk* - 2 
Philip Morris ii 
NUNN I ics Zl 
Procter & Gamble —— 44 
Quaker Oats 9 
R. J. Reynolds Tobacco — 86 
Schenley Industries* — 1 
Standard Brand 2 





**Added within past year. 


























Sunshine Biscuit — 3 
Swift & Co. 17 
I cacti ne a eR 1 
United Biscuit Co. of America* — 3 
United Fruit 32 
wen Wee, oc... 
INDUSTRIAL 
Abbott Laboratories _..... (26 
Acme Steel* 1 
Addressograph-Multigraph _.. 15 
po a ee 1 
Allegheny Ludlum Steel _ a 
Allied Chemical & Dye —.... 72 
Allis Chalmers Mfg. —. 22 
Alpha Portland Cement - = 
Atjgpaiaiines TA0-* on. ll 
Aluminum Co. of America —... 23 
American Agricultural Chemical* 2 
American Brakeshoe —__. te 
American Can __. eine 
American Chain & “Cable ae 1 
American Cyanamid ee 
American Home Products ....... 42 
American Potash & Chemical* _.. 3 
American Radiator & Standard 
eee See eee 11 
American Smelting & Refining — 19 
American Viscose —........ 25 
Anaconda Copper —..............._._ 2 
Anchor-Hocking Glass 4 
Anderson, Clayton 1 
Archer-Daniels-Midland* a . 
Armco Steel can 
Armstrong Cork — . 28 
Arrow-Hart & Hegeman Electric 1 


Associated Spring ~~... a 
i 
Babcock & Wilcox* —_.....— ». a 





Bendix Aviation 9 
Bethlehem Steel | 
Bohn Aluminum & Brass —-.- . 2 
Bors wermer- 22 
Bower Roller Bearing .s 
Brown Shoes* —._- - 

















Ee eee 1 
Burlington Mills —.- ve 
Burroughs Adding Machine —- 8 
a encore ao 
Carborundum* —— .._--__— 1 
SE See eee a ee 1 
Caterpillar Tractor —___--.-. 33 
| at SE 4 
gilts REAPS Set nk See 27 
(OS eS a eee 2 
Climax Molybdenum _—-—~---—- 2 





TRUSTS AND ESTATES 
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ill rr: | 
Columbian Carbon W000 sssi«*O“ 
Congoleium-Nairn ~~... — 
Consolidated Chemical Industries 2 
Consolidated Mining & Smelting* 38 
Container Corp. of America __. 11 
Continental Can 4D 
Corning Glass Works —...._. 28 
Crane 1 
Crown-Zellerbach ~~~. 19 
Peticr Hammer** 1 
Deere & Co. 26 
names ee ce | 
Dixie Cup* 2 1 
Douglas Aircraft** _ 8... ae So 
Dow Chemical 59 
Draper* 1 
Dravo* 1 
Dresser Industries** — = 1 
Durez Plastics & Chemicals* _.._ 1 
E. I. du Pont de Nemours ____ 126 
femimen Deak. ._ 58 


Eaton Manufacturing 
Ekco Products** : 
Electric Auto-Lite —_.__. 
































Electric Storage Battery _......_ 3 
Eli Lilly* 2 
Endicott Johnaon ———___..._.... 1 
Ex-Cell-O* 1 
Tairbatks Moree 2 
Ferro* 1 
Fiber Products** 1 
Firestone Tire & Rubber —.___. 25 
Food Machinery & Chemical —.. 15 
Formica* -__. 1 
Freeport Suiphur? —..____. 2 
Fruehauf Trailer** —....__ | 
General Controls** —__ ae 
General Electric 9 —— ~~ ___ 133 
General Motors 124 
General Portland Cement —_.. 9 
General Shoe 5 
Glidden — 7 
Globe-Union* 1 
B. F. Goodrich 31 
Goodyear Tire & Rubber —.__ 17 
Gould National Batteries __- 3 
Great Northern Paper* 5 





Harbison-Walker Refractories .. 6 
Hart, Schaffner & Marx** —. | 
Masel-Aties Ghee ....._._.._........ § 














Hereules Powder —..._...._..... 388 
Hooker Electrochemical* — =o 
Hudson Bay Mining & Smelting. 1 
Ideal Cement 8 
iniutclall Rae 12 
Ingersoll-Rand 18 
Inland Steel 35 
International Busimess Machines 28 
International Cellucotton* 55 
International Harvester — 59 
International Minerals & 

Chemical* 3 
International Nickel — 11 


International Paper 
International Salt* 
International Shoe 


Johns-Manville 
Johnson & Johnson 
Kendall* 2 











Kennecott Copper — 78 
nmbety Ch 8 
Koppers* 1 
Lehigh Portland Cement —. 5 


Libbey-Owens-Ford Glass 
Pe ee ee Lee 
Link-Belt 
rae OCarbonie® 
Locke Steel Chain — 
Lone Star Cement —— ___ 
Marathon 
Masonite 
Master Electric — 
Mathieson Chemical 
McGraw Electric —_. 
McKesson & Robbins 
Melville Shoe 
Merck -_. 
Mesta Machine 
Minneapolis-Honeywell Regulator 33 
































Minnesota Mining & Mfg. __. 25 
Minnesota & Ontario Paper. _ 1 
Monsanto Chemical .._.. 50 
National Aluminate** — 1 
National Cash Register ~~... 25 
National Cylinder Gas _. oe. OM 
National Gypsum** .... a | 
National Lead : 57 
National Steel 39 
Newmont Mining —.-......... 4 






























































New Jersey Zine —... » © 
Olin Mathieson Chemical** _. 4 
Otis Elevator 14 
Owens Corning Fiberglass —_... 1 
Owens-Illinois Glass — 57 
Parke, Davis 25 
Penn-Dixie Cement* — 1 
Pennsylvania Salt Mfg. _.... 13 
Chas. Pfizer 19 
Pacific Clay Products** _....___- 1 
Phelps Dodge 82 
Philco 5 
Pittsburgh Plate Glass — 47 
Potash Co. of America —.... 1 
Pullman 3 
Radio Corp. of America —.......... 4 
Raybestos-Manhattan —.... 3 
Rayonier* 1 
Ray-O-Vac 1 
Reliance Electric & Engineering* 1 
Remington Rand* 1 
Republic Steel* — ae | 
Reynolds Metals** 2 
(H.B.) Roberteson**? 1 
Rohm & Haas 2 
Ruberoid 4 
Safway Steel Products* ~~... 1 
ag SS eee ees 4 
Sangano Electric** 1 
Scott Paper 25 
eS 5 
Set a Ge: 1 
Sherwin Williams —--.... 27 
Spencer Chemical** 1 
Sperry 10 
Sprague Electric** — 1 
Square “D” 9 
E. R. Squibb & Sons —..______: 2 
Stanley Works* 3 
Sterling Drug 25 
(J.P.) Stevens 4 
Sunbeam** - 2 
Sutherland Paper ————... 4 
Sylvania Electric Products — 2 


Texas Gulf Sulphur — 
Thompson Products ...... 
Timken Roller Bearing 
Torrington* 
Trane.  ... 
Underwood 
Union Bag & Paper ..._._.......... 

















Union Carbide & Carbon 142 
Union Tank Car* 
i ee ae eee rs 
United Engineering & Foundry. 
United Shoe Machinery — 
United States Playing Card* _ 
U. S. Gypsum 4 
U. S. Pipe & Foundry 
United States Plywood __ 








United States Rubber** 
United States Steel 
Vanadium** 
Veeder-Root** 
Vick Chemical re 
Victor Chemical Works 






























































Visking* nde 

Wegner Miectrie 
Westinghouse Electric - 114 
West Virginia Pulp & Paper... 8 
Weyerhaeuser Timber —._ ay 
White (S:S.) Dental Mfg.* 1 
Woodward Iron** OO. 1 
Yas & Tene is 1 
J. S. Young 1 
Youngstown Sheet & Tube _... 2 
York* 1 

MERCHANDISING 

Allied Stores - . 4 
American Bakeries 2 
American Stores 6 
Edison Brothers __. 1 
Emporium Capwell 1 
Federated Department — 21 
First National 17 
Grand Union* 1 
(W. T.) Grant 10 
Great Atlantic & Pacific Tea _. 2 
(H.L.) Green 11 
Hecht* 2 
(S.S.) Kresge 19 
(S.H.) Kress 15 
Kroger : 29 
(R.H.) Macy 2 
Marshall Field 1 
May Department —.....__._-_-_. 81 
McCrory 2 
Mercantile* : 1 
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When you are looking for Agency and Investment 
Service, backed by broad business contacts and 
diversified experience—consider this Bank, con- 
veniently located in Chicago. 


We shall be happy to work with you on any 
investment matter. 


e 
PTUTTTITITIT ITT 








City NATIONAL BANK 
AND TRUST COMPANY of Chicago fr 


208 SOUTH LA SALLE STREET 


(Member Federal Deposit Insurance Corporation) 



































































































































Montgomery Ward —......._s« 42 Texas-Pacific Coal & Oil —_... a | Hawaiian Electric** — 2... 1 San Diego Gas & Electric ...W. 5 
(2.0.) Meet oo - 16 Tide Water Associated Oil*-_..._ 1 Hawaiian Telephone** 1 South Carolina Elect. & Gas 4 
ae ee Union Oil 6 Houston Lighting & Power 31 The: Southern Co. —._.............. 21 
(J.J.) Newberry* _. AR ee Usted Catoa** —_- CC Idaho Power 18 Southern California Edison —__ 35 
(J.C.) Penney 87 Illinois Power : 31 Southern Natural Gas — 9 
Safeway 9 Pusiic UTILITIES Indiana Gas & Water — 1 Southern New England Tel. __ 1 
Sears, “ete a 98 Indianapolis Power & Light —_.. 14 Southern Union Gas* ... 1 
Strawbridge & Clothier ___.___ 1 Alabama Gas : 2 Interstate Power** — > oe Southwestern Public Service _. 2 
Western Auto Supply 1 American Gas & Electric 67 == jowa-tilinois Gas & Elect. 8 Tampa Electric = ____ 4 
Winn & Lovett Grocery** ____. 1 American Natural Gas Iowa Power & Light 12 Tennessee Gas Transmission —___ 4 
(F.W.) Woolworth SS. Kansas City Power & Light 20 Texas Utilities _ 38 
Arizona Public Service Kansas Power & Light _____ 7 Toledo Edison 1 
PETROLEUM & Coat maaan Electric Lone Star Gas 15 Union Electric (Mo.)* 0 5 
oston ison POLED A 

: Long Island Lighting* — 2 United Gas — 43 

ane em eae re '® Brooklyn Union Gas* ee Louisville Gas Electric*® — ~~... 5 United Gas Improvement* — 
ee ee 1 Carolina Power & Light —— 15 = Middle South Utilities ____ 82 United Illuminating _____._ 1 
Atlantic Refining Central Hudson Gas & Electric*. 1 ‘Siiaieds tine Paul 3 th See 6 te 8 

Buckeye Pipeline** . Central Illinois Light — ae ae nase tye igh oa: - «5 ingame 
: Mentenen Power 4 Virginia Elect. & Power — . 4 
Chicago Corp.* —_____ 1 Central Illinois Pub. Serv.* 3 : : : : 
iti i % National Fuel Gas* — 1 Washington Gas Light — 3 

Cities Service Co. —— 4 Central & Southwest —....__ 29 ; : - 

: : 2 - % New England Electric System ~ 9 Washington Water Power* _._ 1 
Continental Oil —————_____ ~ 60 Cincinnati Gas & Electric __ 34 N Encland Tel. & Tel 1 ‘eit teen, Maile 1 
If Oil 72 usher ; ew Englan el. _ Spo ees ‘ anaes tess 
= i i ing* Cincinnati & Suburban Bell Tel. 2 New York State Elec. & Gas — 25 West Penn. Power** _ nics oa 
Pasco cBng se Sng ; Cleveland Elect. rege eed — 52 Niagara Mohawk Power ...._... 48 Western Massachusetts Cos. _....._ 2 
a Oil* 1 rae oe a 65 SER ; North American — ~~~. Wisconsin Elect. Pwr. 25 

- olumbla Gas system ---.---.-... aes ** Wi in Public S ice** 3 
Humble Oil & Refining —- 9 Columbus & Southern Ohio El. 3 ee a gril “a a 
Kern County Land —.___.__ 1 Commonwealth Edison __..... 72 NS TATION 
Louisiana Land & Exploration*. 2 Commonwealth Natural Gas** _. 1 Northern States Power TRANSPOR 
Mid-Continent Petroleum* 3 Connecticut Light & Power Ohio Edison : Atchison, Topeka & Santa Fe —. 29 
Mission** 1 Consolidated Edison Oklahoma Gas & Electric —.. 7 Atlanta & Charleston Air* __ 1 
Ohio Oil 21 Consol. Gas Elect. Lt. & Pwr. — 39 Oklahoma Natural Gas __ Atlantic Coast Line** — 2 = 
Phillips Petroleum ——_ —100 Consolidated Gas Utilities Pacific Gas & Electric — Chesapeake & Ohio — 10 
Pittsburgh Consolidation Coal* _ 2 Consolidated Natural Gas _. Pacific Lighting —_. Eastern Airlines** we: 
Pond Creek Pocahontas* — 2 Consumers Power* _......____. Pacific Power & Light* - General American Trans. ——.. 22 
Pure Oil* 2 Dayton Power & Light Panhandle Eastern Pipe Line —. 10 Great Northern 8 
Richfield Oil* 1 Delaware Power & Light Peninsular Telephone - 2 Louisville & Nashville 6 
Seaboard Oil* 1 Detroit Edison Pennsylvania Power & Light —. 13 New York, Chicago & St. Louis 1 
Shamrock Oil & Gas —........ 2 Duke Power Pennsylvania Water & Power _.. 3 Norfolk & Western _....... 18 
Shell Oil : 43 Duquesne Light* Peoples Gas Light & Coke 23 North American Feel ee 
Sinclair Oil* -— 12 El Paso Natural Gas Philadelphia Electrie — 48 Northern Pacific** —_ | 
Socony-Vacuum Oil 80 Bauitable, Gas 2 tt Portland General Electric* _... 3 Pennsylvania ———— 1 
Southland Royalty* - 2 Florida Power 4 Potomac Electric Power —.—.. 7 Richmond, Fredericksburg & 
Standard Oil (Cal.) ———_____ — 68 Florida Power & Light —. 8 Public Service Co. of Colorado — 33 Potomac* —____ ~ 
Standard Oil (Ind.) — — 72 Gas Service** 1 Public Service Co. of Indiana _. 32 Seaboard Air Line* on 3 
Standard Oil (Ky.)* —— 5 General Public Utilities _ 26 Public Service Electric & Gas _. 14 Southern Pacific — sow 
Standard Oil (N.J -) ——__—___129 General Telephone* _...-- =i Puget Sound Power & Light** .. 2 Southern Rwy.** ———______-__ 5 
Standard Oil, Ohio —___. 4 Gulf States Utilities Republic Natural Gas —.~.. 2 Union Pacific ..... 49 
Sunray Oil** 1 Hackensack Water Rochester Gas & Electric* _...._ 5 United New Jersey RR & Canal* 1 
Texas 118 Hartford Electric Light St. Joseph Light & Power** —__- =a Virginian —__.... poe 














a Continuing Record of Demand for 
” (AE Ceramic Wall and Floor Tile 


HIGHLIGHTS 


= The Company operated at capacity 
thraughout 1954. 














Incoming orders for later delivery exceed 
current shipments. Backlog of orders at 
beginning of 1955 amounted to four 
months’ production. 


fHE products are used in both the con- 
struction and renovation of a wide variety 


- Dollar sales increased 5% over the 
previous year. 


c Earnings set a record of $1.46 per 


diets of buildings: homes, dairy farms, fac- 
j tories, office and municipal buildings, and 
Dividends, paid regularly, were in- stores. As a result of the growing demands 





creased to 70 cents a share. 


> The year 1954 saw expansion in ft£’s 
research staff and facilities. 


of the country’s expanding economy—new 
school, hospital and church construction 
provides additional markets for the Com- 
pany’s ceramic tile products. 












America’s Oldest Name in Tile 


| AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


LANSDALE + PENNSYLVANIA 


The Company’s operations 
are summarized in the 
1954 Annual Report. 
Copies are available 

on request. 
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1 Some of these funds were established 
— ceo tiggacee st too recently to have made annual re- 
; ; A mt quarterly dividend of $1.06 per ports in 1954, Of the others, 170 annual 
7 share on the cumulative preferred stock, 1 ; a 
- Siac Sesion, and af 1.0090 auc share on reports representing funds with aggre 
os é the cumulative referred stock, 434% gate market value of $1,456,151,967, 
Series, of this Company has been de- . ° 
6 clared, payable March 1, 1955, to stock- are in hand, and they form the basis 
; j —— Rat set te the close of business for the following study. — share wy 
7 q A connen ene 75 : The 127 discretionary and exclusive- ; vestment income, pay- 
a i pay omy tor ctacic af thin oo. ly common stock funds together held able March 31, to stock 
aa has_been declared, payable March 10, nearly $600 million worth of equities. of record March 10,1955. 
: 1955, to stockholders of record at the 1 hi sltatdit Beaks 
2 close of business February 15, 1955. n the individual funds, the percentage WALTER L. MORGAN, President 
~o ants be anne , of common stocks held varied from ] 
‘ecre a e ; , 
cea DER a 27% to 99.9%. With the exception of 
i NATIONAL CYLINDE the exclusively common stock funds, 
ee GAS COMPANY only a few held more than 60% or less 
-- than 30%. Forty-one funds had between 
ua 1 a 51% and 60% of equities, and another ’ 
9 0 . ~ 
on \ GENERAL forty funds were in the 41-50% bracket. ; Southern California , 
- ‘fi : These 127 funds had an aggregate port- ? ? 
: : > ; 
sa p= : \ a PORTLAND folio as follows. ’ Edison Company 
—_ 1 § ay , 
a CEMENT U. S. Obligations _ $ 231,912,256 19% }@ DIVIDENDS , 
ss 1 Other Gov't issues .. _ 17,840,669 1% ‘ The moved of Directors has 
Corporate Bonds _.._ _—:186,275,311 16% q authorized the payment of the ff 
co 1 % 7 . . . . 4 
= ; COMPANY Preferred Stocks .. 138,944,895 12% gy Slowing quaceecty dividends: © 
4 Common Stocks __. 593,051,391 50% ’ Payable March 31, 1955 ? 
“2 COMMON Sethi ceccctpigenccion 22,608,110 2% ; a. ee of record [ 
ern } a : 4 
al* 1 STOCK ‘ 
— 1 DIVIDEND Total _.... $1,190,632,632 100% Dividend No. 183, STOCK 
‘ cents per share. 
The Board of Directors of General The 43 legal and restricted funds held : rire tele STOCK, 
Portland Cement Company has this “11; co, 4 Dividend No. 32 
ies delaadl «: Gilden comm te $66.6 million of common stocks or 25% = Wamcestion , 
Conan Steck of 38 couk per of the $265 million total, but these , Sumietn ihieets am 2008 ? 
share, payable March 31, 1955 to iti i 4 ae oe ss 
stockholders of record at the close — were conpentontot in 36 fonds, $ te stockholders ef record , 
of business on March 11, 1955. The the other nine holding no common : —=> ; 
stock transfer books will remain stocks at all. The equities represented ; Siadees ae aan 4 
aan. ssieitiaabiaiadiden therefore 29% of the $226,629,407 . ’ 
| February 24, 1955 Trecsurer aggregate total of the 34 funds that ; eee costco _—e 
held them. In these funds the perecnt- = emer ies : 
age of equities varied from 8% to : PREFERENCE STOCK, ; 
36%, two-thirds of the funds holding : Dividend No. 28. —— : 
INTE RNATIONAL amounts between 26% and 36%. ‘ ae a ; 
5 ‘ ? Payable May 31, 1955 }f 
The aggregate portfolio of the entire yj to stockholders of record 
SHOE 43 restricted-type funds was as follows. : pe salable anil ? 
cK, > 
4 ° , 
| ) COMPANY U. S. Obligations __. $ 77,228,650 29% A (Dividend Hon 20 ‘ 
Other Gov't Issues — 11,640,494 4% J -25%2 cents per share. ; 
St. Louis Railroad Bonds __.. 12,315,485 5% ? ma STOCK, »4 
im Public Utility Bonds . 32,236,599 12% ‘Dividend Ne. 30 ; 
176 Industrial Bonds _ 16,320,400 6% 30% cents per shore. 
Preferred Stocks —... 36,240,850 14% ¢ Payable June 30, 1955 }4. 
CONSECUTIVE DIVIDEND Common Stocks —. 66,664,296 25% : to stockholders of “record ‘ 
Other 12,872,561 5% @ June 5: 4 
Common Stock : ORIGINAL PREFERRED STOCK ‘ 
ivi . 184 
A quarterly dividend of 60c per tea $265,519,335 100% ; 60 cents per shane. ; 
share payable on April 1, 1955 ‘ aw6a8 STOCK, ; 
to stockholders of record at the i ie hi »4 Dividend No. 33 4 
» 4 27 cents per share. »4 
close of business March 15, 1955, ‘ Chivhe Soe the alee diiitaa > 
Ay J ) 
was declared by the Board of Scat de eee) ae a ee 
Ww : h q d the Unif } will be mailed from the Com- ’ 
Directors. @ Wyoming has adopte . ¢ pany’s office in Los Angeles on 
ANDREW W. JOHNSON Common Trust Fund Act, leaving seven ; rs Sapam payable dates in- ; 
sect cc states without enabling legislation or 4 icated. : 
court authority: Iowa, Montana, Nevada, ‘ P.C, HALE, Treasurer ? 
February 28, 1955 New Mexico, North Dakota, Rhode Is- 4 Bebeuary 18, 1995 8 
land and South Carolina. : > SSDS ST TTW7VTVWWVV27V27WAA 
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$F Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable April 15, 1955, to stock- 
ho:ders of record March 11, 1955. 
EMERY N. LEONARD 
Secretary and Treasurer 

' Boston, Mass., February 14, 1955 J 














Dividend Notice 


MIDDLE SOUTH UTILITIES, Inc. _ 


The Board of Directors has this day 
declared a dividend of 37%¢ per 
share on the Common Stock, pay- 
able April 1, 1955, to stockholders 
of record at the close of business 
March 18, 1955. 

H. F. SANDERS, 


New York 6, N. Y. Treasurer 


March 9, 1955. 


Se Middle Louth 
A World Of 
Opportunity 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 





Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 

way Stores, Incorporated, on 

Feb. 8, 1955, declared the 

following quarterly dividends: 
60¢ per share on the 
$5.00 par value Com- 
mon Stock. 


$1.00 per share on the 
4% Preferred Stock. 


$1.07!4 per share on 
the 4.30% Convert- 
ible Preferred Stock. 
Common Stock dividends and 
dividends onthe 4% Preferred 
Stock and 4.30% Convertible 
Preferred Stock are payable 
April 1,1955 to Stockholders 
of record at the close of busi- 
ness March 16, 1955. 
MILTON L. SELBY, Secretary 
February 8, 1955 




















Funps INCREASING AIRLINE STOCK 
Ho.pines 


The phenomenal growth of the air- 
line industry is by now commonplace 
knowledge but few people realize that 
industry volume has increased about 
5 times over the past decade. The gen- 
erally improved position of the airlines 
is mainly due to the increase in pas- 
senger volume with freight a secondary 
factor. As the airline stocks, as a whole, 
are leverage stocks, it takes a certain 
minimum to break even, but once this 
point has been reached, gains are pro- 
gressively greater. The ever increasing 
utilization of airplanes as a means of 
transportation, whether cheap coach or 
first class, for business or leisure travel, 
is inevitably assuring the airlines of 
sufficient traffic to operate in the black. 


Investment funds have progressively 
increased holdings of airline stocks over 
recent years. Moreover, it is interesting 
to note that the two mutual funds spe- 
cializing in aviation stocks are increas- 
ing their portfolio of airline shares per- 
centage-wise. Compared with previous 
years, selective buying is more pro- 
nounced, which indicates a more 
thoughtful approach and appraisal of 
the individual airline. 

While overall holding of airline stocks 
gradually increased since the second 
half of the 40’s, the rate of growth has 
accelerated as shown in Table I. 
The tendency toward selective buying 
by investment funds has been more pro- 
nounced in 1954. It will be noted that 
holdings of American Airlines increased 
up to 1953 but were still higher by the 
end of 1954. Pan American Airways 


has had a rally after an initial decline 
but has not yet regained the popularity 
it enjoyed in the 40s. Eastern Air Lines’ 
overall decline in popularity had been 
arrested by 1953, while United Air Lines 
has steadily increased in popularity. 


In Table II, a further breakdown of 
figures for the last quarter of 1953, 
and the four quarters of 1954, is given 
for the industry as a whole. Four repre. 
sentative airlines are also included as 
an illustration. The figures indicate the 
increasing overall popularity of airlines 
in the second half of 1954, with Amer. 
ican Airlines again out-performing the 
average. 


In the first quarter of 1954, the over. 
all holdings decreased somewhat al- 
though the more popular airlines showed 
a gain. In the second quarter of 1954, 
there was an overall gain of 4% but 





I. Hotpinc oF AIRLINE SHARES BY 
INVESTMENT FunpDs* 


Dec. 
1954** 


1,566,500 
466,600 
167,600 
138,400 
170,900 


Dec. 1947 Dec. 1953 


1,055,000 1,287,200 
228,100 271,000 
240,000 175,000 

45,400 137,900 
134,300 132,900 


All Airlines. 
American 
Eastern 
National 


Pan-Amer- 
142,200 32,000 47,500 


*From Guide to Investment Portfolios, Aigel- 
tinger & Co. 


**Moody’s Investors Service. 





Eastern and United lost some ground. 
In the third quarter, holdings increased, 
while in the fourth quarter a great up- 
surge has taken place. 


Assessing the growing popularity of 
the group, institutions are no doubt | 
mindful of the overall increase in pop- 
ulation, the ever-increasing tendency to 
use airlines, their safety record and also 
of the fact that the industry as a whole 
is approaching more and more the 
status of a public utility. Through the 
operation of the mail subsidy, and the 
rate regulations of the Civil Aeronautics 
Board, it is in effect guaranteed a mimi- 
mal rate of return not enjoyed by most 
other industries. Although government 
regulations may at times prove a handi- 
cap, on the whole they are a stabilizing 





II. TREND In HoLpiInc oF AIRLINE SHARES BY INVESTMENT FUNDS 


% 

3-31-54 Ine. 
1,265,700 —1.7 
279,500 3.1 
177,600 Lo 
32,000 — 
138,100 3.9 


12-31-53 
1,287,200 
271,000 
175,000 
32,000 
132,900 


All Airlines — 
American 
Eastern 

PAA 

United ____ 


6-30-54 Ine. 
1,318,100 4.1 


Yo Yo qo 
9-30-54 Inc. 12-31-54 Ine. 
1,352,100 2.6 1,566,500 16.0 
313,000 16 466,600 49.0 
166,800 —0.9 167,600 0.5 
54,000 — 47,500 —12.0 
160,200 10.0 170,900 67 


308,000 10.2 
168,300 —5.2 
54,000 68.8 
134,700 —2.5 
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factor in its development, which in time 
will reduce the volatility of the airline 
shares and increase their popularity 
with the institutional buyer to an even 
greater degree. 

Joun H. Lewis 


JOHN H. LEWIS & CO. 


Fire-LirE Stocks OFFER VALUES 


While prospects of both fire and cas- 
ualty companies appear favorable for 








KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, New York,N.Y. 
February 18, 1955 


A cash distribution of One Dollar 
and Twenty-five Cents ($1.25) a 
share has been declared today by 
Kennecott Copper Corporation, pay- 
able on March 29, 1955, to stock- 
holders of record at the close of 
business on March 2, 1955. 


ROBERT C. SULLIVAN, Secretary 


















INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wacker Drive, Chicago 6 


* 
QUARTERLY DIVIDENDS 
4% Cumulative Preferred Stock 
52nd Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 
$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 
Declared—Feb. 24, 1955 
Record Date—Mar. 18, 1955 
Payment Date—Mar. 30, 1955 

A. R. Cahill 
Vice President and Treasurer 
* 


Phosphate © Potash ¢ Plant Foods 
Chemicals ¢ Industrial Minerals 
Amino Products 
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1955, it is the former which appear in 
the most interesting position marketwise 
and _ profit-trend-wise. 


Most fire companies, including of 
course multipleline companies, were 
badly hurt by upwards of $300 million 
in the now historic hurricanes of last 
fall, the worst disasters in American in- 
surance history. These hurricanes deci- 
mated 1954 underwriting profits and 
dropped the prices of fire stocks 15- 
20%. Many potential buyers of these 
stocks have “held off’ until the filing 
of annual statements at the New York 
State Insurance Department on March 
Ist, believing that when the bad earn- 
ings news became officially known, the 
stocks might be further depressed and a 
buying opportunity created. But as so 
often happens, the market had already 
discounted the poor 1954 earnings. Fire 
stocks as a whole in early March were 
about where they were in pre-hurricane 
August °54 whereas the stock market 
has advanced 20%. The fire stocks thus 
appear to be behind the market. 


This seems even more true when net 
asset or liquidating values are studied. 
The tremendous increase in underlying 
worth, not yet grasped by investors, is 
the real surprise which came out of the 
official filing at the Department. The 
fire companies traditionally have been 
heavy investors in “blue chip” common 
stocks and as a result their surpluses 
soared with the stock market while the 
prices of their stocks were being held 
in check by the hurricanes. It was a 
squeeze play with surpluses up and 
profits down. 


Insurance has been built, on the 
underwriting side of the house, upon 
the law of averages. If this law holds in 
1955, we should have a normal wind- 
storm year, not a catastrophic one as in 
1954 and, to a certain extent, in 1953. 
In addition, windstorm rates have been 
raised in the severely affected states and 
up to 150% in many of them. Sales of 
windstorm coverage in these areas also 
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CITIES SERVICE COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of fifty cents ($.50) per 
share on its $10 par value Common stock, payable April 
11, 1955, to stockholders of record at the close of business 


March 15, 1955. 


ERLE G. CHRISTIAN, Secretary 
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&, February 18, 1955 





UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 58 cents 
per share on the Common Stock 
of the Company, payable April 
1, 1955 to stockholders of 
record at the close of business 
March 2, 1955. 


D. W. JACK 
Secretary 





— 








CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


tT Board of Directors has this day 
declared the following dividends: 


414% PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12% per 
share, payable April 1, 1955, to 
holders of record at the close of busi- 
ness March 7, 1955. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable April 1, 1955, to holders 
of record at the close of business 
March 7, 1955. 


COMMON STOCK 


124 cents per share payable March 
24, 1955, to holders of record at the 
close of business March 7, 1955. 


R. O. GILBERT 
Secretary 
February 23, 1955. 














Pullman : 
Incorporated 


89th Consecutive Year of 
Quarterly Cash Dividends 
paid by Pullman Incorporated 
and predecessor companies 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on March 14, 
1955 to stockholders of record 
February 28, 1955. 


CHAMP CARRY 


President 





~~ TRAILMOBILE 
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has boomed. The combination of these 
three factors, normal experience, higher 
rates and greater sales, might well help 
greatly those companies which were 
hurt most last year. In this case, para- 
doxically enough, the best buys in fire 
now may turn out to be those companies 
showing poorest 1954. results. 


Windstorm is not the largest fire line 
but the position of the other fire lines 
appears satisfactory. Straight fire on 
dwellings, commercial and industrial 
establishments continues to have ex- 
cellent experience, with January nation- 
wide losses 13% under a year ago. 
While fire rates are softening, the down- 
ward trend of losses is even more 
marked. On the whole, total fire under- 
writing profits should be sharply higher 
in 1955. Since many fire stocks can now 
be purchased at or below their capital 
and surplus alone, without paying a 
nickel for the business bought and paid 
for in the unearned premium reserve 
on the books, they appear in a funda- 
mentally attractive position. It is an 
old rule of thumb that when good grade 
fire stocks can be bought for capital and 
surplus alone, with the unearned pre- 
mium reserve thrown in for good 
measure, they are an excellent long-term 
buy. That position prevails today in 
many companies. 


The “orphans” of the insurance 
world, those medium-sized wholly fire 
or casualty companies which have been 
neglected in recent years because of 
the obvious trend toward multipleline 
underwriting, should attract attention 
in 1955. In general, these issues are sell- 
ing at substantial discounts from their 
liquidating or breakup values. The mer- 
ger movement in industry may serve to 
engulf them. It is far cheaper to buy 
an existing company at liquidating 
value or at a premium than to start a 
new one. Since multipleline companies 
have a competitive advantage because 
of the “full cover” policies they can 
offer policyholders, and more 
companies will go multipleline by buy- 
ing up the few remaining wholly fire or 
casualty companies in the market. 


more 


Casualty earnings should continue 
favorable altho their peak may have 
been seen last year. Frequency of auto 
accidents has decreased somewhat and 
jury verdicts appear to have leveled off. 
This profitable experience will probably 
bring lower rates, however, initiated 
not only by the regulatory authorities 
but by competition. While casualty 
shares are not overpriced, the present 
does not appear an ideal buying time. 
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For those “Barkuses” who are able 
and willing to subsist on substandard 
yields, the life stocks still afford the 
greatest appreciation opportunities. 
Long-term trends are moving in their 
favor, both in improved mortality and 
a 3% long-term Government bond. Life 
stocks are currently selling at 10-13 
times adjusted earnings and their pros- 
pects and growth trends should clearly 
require a higher multiple, if certain 
chemical stocks, with all the hazards of 
product competition, can command 25- 
30 price-earnings ratios. Life sales are 
off to a booming start this year, with 
ordinary life policy sales up 25%. 
Meanwhile the demand for life stocks 
has broadened through the nationwide 
sale of a $21 million life insurance mu- 
tual fund. The investing public is now 
more aware of the profit possibilities in 
life insurance stocks and where height- 
ened demand meets limited supply there 
is only one answer, higher prices. That 
is the happy prospect for stocks of well- 
managed life companies at the moment. 


SHELBY CULLOM Davis 
SHELBY CULLOM DAVIS & CO. 


A A A 


Johnston Mutual and 
Selected American 


Will Split Shares 


The Johnston Mutual Fund and Se- 
lected American Shares will double the 
outstanding number of shares held by 
their stockholders early in April, the 
former by means of a 100% stock dis- 
tribution, the latter through a 2-for-1 
split. Last December, Broad Street In- 
vesting increased the number of its out- 


standing shares by 50% and Dreyfus | 


Fund doubled its units of participation, 


The more generally anticipated rea. 
sons for common stock splits—such as 
greater marketability, price apprecia- 
tion because of the increased number 
of potential investors, wider consumer 
acceptance for a company’s product and 
more favorable legislative climate—are 
not considerations in the split-up of 
mutual fund shares. M. Jennings von 
der Heyde, vice president of the Johns. 
ton Fund, which has no load and is not 
distributed through dealers, _ states: 


“This step was taken to reduce the price F 


of shares as a convenience to share- 
holders, particularly those using the 
Accumulation Plan of the Fund for re- 
investment of dividends and purchase 
of additional shares at regular intervals 
with relatively small amounts of money.” 
Selected American mentions as reasons 
for its split the increased facility of 
reinvesting capital gains distributions, 
wider distribution of new shares with 
concomitant reduction in _ operating 
costs and, of less importance, the de- 
creased transfer taxes on shares selling 


under $20. 


Fifteen of the forty-one funds pres- 
ently included in the Henry Ansbacher 
Long Index of Mutual Funds will have 
split their shares since the inception of 
the Index in July 1949, one (Investment 
Company of America) having made 
two capital adjustments. The _ table 
shows these with prices at the end of 


the month preceding the split as well Ff 


as current market. Adjustments are 2- 
for-] splits or 100% share distributions 
unless otherwise indicated. 











BOX SCORE ON SPLIT-UPS 


Company 
Balanced: 
Eaton & Howard Balanced 
Johnston Mutual Fund 
Dreyfus Fund - 
Scudder, Stevens & Clark 


Stock: 


Broad Street Investing cee ea 
Diversified Invest. Fund, Inc. _ 
Eaton & Howard Steck —..... . ..._ ___.___. 
Piaeity Pund Fed UP 
Fundamental Investors —.........------------ 
Incorporated Investors 
Investment Co. of America 
” ” ” ” 
Loomis-Sayles Mutual 
Mass. Investors Trust __... 
Mutual Investment Fund 
Selected American Shares _ 





Price 
Month-end 
Preceding Split 


2-28-55 
Current 


Date Offering 


$37.27 $21.36 
a 39.53 
15.02 8.58 
54.83 35.10 


ONES 


a a 
cio u 
OO & Ul 


fd foal 


12/541 
9/52 
6/54 
3/51 

11/54 
3/522 

11/498 
1/54 
3/502 
9/52 

11/53 
4/55 


31.51 
15.04 
30.78 
36.34 
24.05 
35.16 
26.98 
12.57 
100.63 
43.01 
16.26 


22.04 

9.89 
19.00 
28.59 
15.24 
17.26 

9.58 
42.54 
31.36 
10.45 
18.62 


1. 50% distribution — 2. 3-for-1 split — 3. 2%4-for-1 split 


TRUSTS AND ESTATES 
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Are Stocks Too Hicu? 


The first week of the Senate Banking 
and Currency Committee hearings under 
the chairmanship of Senator Fulbright 
was conducted to the accompaniment of 
a stock market which ranged from buoy- 
ancy to gloom. Perhaps only coincident- 
ally, because witnesses have failed to 
associate any connection between the 
hearings and market performance, the 
assurances of Messrs. Funston and Mc- 
Cormick of their belief in the soundness 
of the economy found a buoyant tone. 
This gave way to a sharp decline upon 
warnings from Professor Galbraith of 
Harvard of “possibly disturbing” re- 
semblances to 1929 which warrant, in 
his opinion, immediate imposition of 
an all-cash basis. It is perhaps worth 
noting that the Professor has been the 
only witness at time of this writing who 
has definite convictions that the level 
of stock prices is dangerously high, al- 
though all have acknowledged the in- 
creasingly speculative market tone in 
recent months. 

The senators have expressed a mildly 
critical attitude toward the advertising 
activities of the New York Stock Ex- 
change in the apparent belief that its 


| objective is increased public business 


rae 


and commissions for member firms. 
The program has rather been keyed to 
information and education designed to 
explain the Exchange’s function as a 
marketplace available to everyone with 
surplus funds which can be spared for 
investment. The only “sell” has, quite 
properly, appeared in the copy of mem- 
her firms. If a capitalistic economy is 
to flourish and expand, there must be 
a broadening equity base and further 
airing of the question in these hearings 
would be welcome. 


Although the treatment of capital 
gains and holding periods has been dis- 
cussed and recommendations made for 
modification, the committee has ap- 
peared very cool to the entire subject. 
This may respond to the time-honored 
inclusion of capital gains as a source 
of taxation from the inception of the 
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INSTITUTIONAL INVESTMENT 


income tax in 1913. No other major 
country imposes a tax on such gains 
but here it has tended to be identified 
with security profits and has always 
been fair game for revenue. The topic 
deserves much more extensive consid- 
eration than it has received so far. 


The first representative before the 
Committee from the institutional group, 
Chairman John J. McCloy of The Chase 
National Bank of New York, asserted 
that in his opinion trustee purchases of 
common stock were not a major factor 
in price determination. He cited the ex- 
perience of his bank which bought 
nearly 200 stocks between September 
1953 and the end of 1954 for trust 
accounts, of which only 35% were in 
the 50 most favored list. He also stated 
that, taking all trusts into account, the 
bank was a net seller of stocks by a 
small amount during 1954. The pension 
trust demand for equities was estimated 
by Mr. McCloy at around $400 million 
annually, which he called only a small 
percentage of the total stock traded. 


In the investment company field, The 





National Association of Investment 
Companies has announced the results of 
its survey of member purchases and 
sales on the Stock Exchange during the 
15 months of rising markets between 
October 1953 and December 31, 1954. 
This study indicates purchases of $1.2 
billion against sales of $857 million, 
which represent 4.4% and 3.1% of the 
respective volume in this period. 


The following compilation of selected 
investment company portfolio opera- 
tions by Henry Ansbacher Long, invest- 
ment company editor of TRusTs AND Es- 
TATES, indicates that these companies 
have not been generally an important 
influence in the 1954 price rise of 
stocks comprising the D-J Industrials. 
Mr. Long assembled this information 
for submission to the Committee. 


The volume of purchases and sales of 
the 14 stocks in the industrial average 
which had a greater 1954 percentage 
price increase than the entire average 
was calculated as shown in the table 
herewith. International Nickel was 
omitted because of the probably tem- 
porary price influence which United 
States investment companies domiciled 
in Canada may have caused by concen- 
trated purchases. In only General Mo- 
tors, Bethlehem Steel and United States 
Steel were purchases in excess of 5% 
of the year’s total volume. In Goodyear, 
the percentage was only one per cent, 
while sales actually outran purchases 
in United Aircraft, du Pont, General 
Electric, Westinghouse and Loew’s. 


(Continued on next page) 





1954 PURCHASES-SALES BY INVESTMENT COMPANIES* 


Per Cent Vol. 


Bought Sold Balance NYSE 
Bethlehem Steel 170,650 41,000 +129,650 5.7 
Goodyear ol 54,135 47,844 + 6,291 1.0 
United States Stee 338,200 41,700 + 296,500 5.1 
United Aircraft _ 74,000 94,800 — 20,800 —1.7 
Loew’s ss ee 10,500 43,000 — 32,500 —1.4 
General Motors 219,600 3,800 +215,800 6.6 
American Smelting 45,700 21,000 + 24,700 2.2 
General Electric (Stock split prevents tabulation but sales —— 
exceeded purchases substantially.) 
Westinghouse Electric - 39,700 45,900 — 6,200 —0.3 
du Pont _... eee ee ee 8,000 22,500 — 14,500 —1.5 
Standard Oil (N.J.) - 101,791 22,654 + 79,137 2.8 
Eastman Kodak ——......_.... 31,000 21,050 + 9,950 1.1 
Réxet (G6. cons 74,300 41,500 + 32,800 3.5 
Standard Oil of Cal. 2. 74,075 32,800 + 41,275 3.4 


* These figures are for 64 companies (46 management groups) representing 75% of the 
total assets of all closed and open-end members of the National Association of Investment 
Companies. Part of these data has appeared in Mr. Long’s quarterly surveys in the Commercial 
and Financial Chronicle. 
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Lonc-TEeRM INTEREST RATES 
Pointinc Up 


Prospective record demands for in- 
vestment funds in 1955 “are not likely 
to be satisfied with the ease and facility 
that was the case in 1954,” according 
to a report prepared by the Bankers 
Trust Co., New York City, under the 
direction of Dr. Roy L. Reierson, vice 
president. This survey was based upon 
discussion meetings attended by 70 spe- 
cialists in institutional investment fields 
outside of the bank. Investment pro- 
grams under existing conditions were 
outlined and supply and demand fac- 
tors from principal sectors. evaluated. 


Despite the expectation of record 
capital movement, investment managers 
are apparently anticipating a sufficient 
supply of suitable investment outlets 
to meet the diversified needs of the 
various groups. Municipal obligations, 
and especially the revenue bond cate- 
gory, should be available in quantity. 
Mortgages should likewise continue in 
ample supply, with life companies step- 
ping up portfolio volume above 1954. 


Pension fund trustees expressed their 
intentions of continuing active interest 
in the equity field, to the extent of 
perhaps 20% of annual receipts, or 


around $350-$400 million. Apparently 
pension fund managers have come to 
regard their stock positions as relatively 
permanent, rather than short-term, in- 
vestments. While some are making only 
token commitments in this group pend- 
ing some degree of price correction, 
others are continuing to build up port- 
folios, especially where they have 
“raised their sights’ in this category. 


In the personal trust division, stock 
policy varies even more widely because 
of individual requirements but it is 
certain that stocks have become im- 
portant in more recent years for their 
contribution to long-term account 
growth. The degree of buying or selling 
will depend upon evaluation of funda- 
mentals and market performance, hence 
cannot be closely gauged. 


Life insurance and mutual savings 
banks will continue to be comparatively 
small influences in 1955. Fire and casu- 
alty insurance companies are under 
some pressure to invest in common 
stocks and use them in accordance with 
individual circumstances, but they re- 
port an increasingly cautious attitude 
as prices advance. 


An accompanying chart of supply- 
demand for investment funds shows 





DETROIT EDISON REPORTS 


A Great Year 


Newsworthy accomplishments in 1954, and plans 
for the future as well, are shown in our latest Annual 


Report to Stockholders. 


Construction of a sixth power plant, at River 
Rouge, progresses on schedule. By 1956, the first two 
units, 260,000 kilowatts each, should be producing the 
extra power that will be needed by then in fast-growing 


Southeastern Michigan. 


As a member of the Atomic Power Development 
Associates, we continue our search for an economical 
way to produce electric power from nuclear fuels. This 
research work has now advanced to the stage where a 
full-scale testing project is included in the 1955 


program. 


To learn more, send for this report. Write our 
Treasurer, 2000 Second Avenue, Detroit 26, Michigan. 


THE 
DETROIT 
EDISON 
COMPANY 
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SERVING MORE THAN HALF THE PEOPLE OF MICHIGAN 


approximately $24.3 billion overall 
movement for the year. Pointing out 
that the course of interest rates will 
depend upon economic developments, 
credit and fiscal policies and other 
forces in addition to the supply-demand 
factors, Dr. Reierson’s survey concludes 
that “upward pressure upon long-term 
(interest) rates is likely to persist for 
some time to come,” assuming that 
business continues to improve and the 
investment picture develops along pro- 
jected lines. 


STERN MEASURES UNSETTLE 
LONDON MARKET 


The full point increase in the Bank 
of England discount rate to 444% on 
February 25th, following only a month 
after a half point rise, shocked the Lon- 
don security markets to the tune of a 
loss of around 10% from the February 
highs, the widest decline since Premier 
Churchill’s defeat by the Socialists in 
1945. 


Britain’s gold and dollar holdings 
have been declining sharply in recent 
months due to the rising tide of imports 
over exports. Since the easing of install- 
ment purchase terms last fall, the Brit- 
ish public has been enjoying a brisk 
buying spree and, while most of the 
consumer durables involved are home 
products, much of the raw material 
comes from overseas with consequent 
pressure upon the dollar reserve. With 
gold and dollar holdings at the end of 
February down to the lowest point at 
just under $2.7 billion, Chancellor of 
the Exchequer Butler acted with speed 
and decision, results already being 
visible in the improved quotations for 
sterling as international capital has 
been attracted to the London market by 
higher interest rates. “Hire purchase” 
terms are back on the restricted basis in 
an all-out effort to keep a firm rein on 
the economy. 


The severe break in London prices 
occasioned by the higher rate found 
sympathetic reflection in New York but 
in no comparable degree either as to 
extent or duration. Local response to 
London developments depends upon 
market fundamentals here but experi- 
ence has proven that London often 
points the way for the American in- 
vestor. 


There has been increasing specula- 
tion on the possibility of firmer Re- 
serve monetary policies but the consen- 
sus at this writing appears to favor no 
action which would tend to slow down 
current business expansion. The one 


TRUSTS AND ESTATES 








inf 
Li 


an 
$5 
ret 
$7. 
me 
na 
cal 


I pil 


Lif 
C01 
de 


als 
St 


ov 
Th 
m¢ 


the 


ar 
fo) 


th 


all 
ut 
vill 
its, 
1er 
ind 
des 
rm 
for 
hat 
the 


TO- 


ank 
on 
nth 


fa 
lary 
nier 
; in 


ings 
cent 
orts 
tall- 
Brit- 
risk 
the 
ome 
erial 
uent 
Vith 
d of 
it at 
r of 
peed 
eing 
. for 
has 
tt by 
ase” 
is in 
n on 


rices 
ound 
< but 
is to 
se to 
upon 
cperi- 
often 
n in- 


scula- 
- Re- 
nsen- 
or no 
down 

one 


TATES 





point rise to 131 in the January Federal 
Reserve Index has brought an increased 
volume of business borrowing and 
slightly firmer interest rates. With re- 
cently rising yields upon Treasurys and 
high-grade corporates, it is felt that 
monetary authorities are unlikely to 
take drastic action unless inflationary 
influences make it imperative. 


Lir—E COMPANIES SEEK HIGHER YIELDS 


Year-end statistics on the life insur- 
ance companies indicate an increase of 
$5.8 billion in admitted assets to a 
record high of $84 billion, of which 
$74 billion is reflected in the invest- 
ment accounts. The significance to the 
national economy of these tremendous 
capital sums is made clearer by a com- 
pilation prepared by the Institute of 
Life Insurance which shows that these 
companies had a stake of $36.8 billion 
in business and industry by direct 
debt or equity investment. They are 
also furnishing $9 billion to the United 
States Government, some $1.8 billion 
to other governmental subdivisions and 
over $25 billion to mortgage borrowers. 
The immensity of the totals is even 
more intriguing when it is recalled that 
these funds represent the pooled re- 
sources of millions of small savers and 
are estimated to provide employment 
for more than five million workers. 


The trend of recent years toward a 
reduction in Governments continued, 
with the loss of over $700 million off- 
st in large part by a stepup in other 
governmental units and revenue bonds, 
the latter group having especial appeal 
through their greater than normal tax 


exempt return. Industrial and miscel- 


laneous bonds reflected the largest vol- 
ume at slightly over $3 billion and 
public utility bonds added some $1.6 
billion. Railroads tallied a poor third 
and, although they added a 50% gain 
against 1953, the net increase was only 
883 million in the aggregate. Preferred 
socks reached the $1.7 billion mark 
and stepped-up buying of common 
socks raised the year-end total to nearly 
$1 billion, about $212 million more 
than at the end of 1953. 


The decline in interest rates during 
the first half of 1954, with only partial 
tecovery up to the end of the year, 


jlaced increasing pressure upon port- , 


lio managers to produce better re- 
turn. Annual reports of The Mutual Life 
Insurance Co. of New York and The 
New York Life Insurance Co. demon- 
strate that management recorded pro- 
gtess toward this goal by emphasis 
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upon higher-yielding groups at the 
sacrifice of ultra-conservative positions. 
Mutual Life was able to report for the 
year 1954 net investment yield, after 
investment expenses and taxes, of 3.23% 
while New York Life turned in a 3.05% 
performance, representing a plus of 10 
and 9 basis points, respectively, as com- 
pared with 1953. New York Life 
shifted from $250 million of senior se- 
curities at 2.76% average return into 
$267 million returning 3.89%, while 
Mutual Life pared Governments, rails 
and utilities by some $31 million and 
increased municipals and industrials by 
a total of $14 million. Another income 


le 











assist can be credited to buildups in 
high-return mortgage positions. 

The common. stock portion of life 
company investments still continues to 
lag in percentage. Mutual’s expanded 
equity position during 1954 still repre- 
sents only .64 of 1% of all assets. 
New York Life, however, appears to be 
more stock-minded and acquired by 
dollar-averaging $31 million with a re- 
turn of 5.1% on current dividends. Its 
year-end stock valuation of holdings in 
98 companies was. nearly $100 million, 
or 1.7% of total assets, a plus of almost 
$53 million, indicating some portfolio 
appreciation in the 1954 market. 
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Bigger CAKES 
for longer COILS 


Another 2,000 kw diesel-generator set has been added 
to the power plant of the Raritan Copper Works to 
provide more current for its electrolytic copper refinery. 


Casting wheel at the Raritan Copper Works houses 
12 water-cooled molds made of copper, used for 
casting copper cakes up to 3,000 pounds. 


COPPER CAKES HAVE PUT ON WEIGHT 


at the Raritan Copper Works of International Smelting 
and Refining Company, a subsidiary of Anaconda. 
Heretofore, the maximum weight was 840 pounds. 

But now, with the recent completion of a new casting 
plant, parallel-sided copper cakes ranging in weight 
from 1,800 to 3,000 pounds are regularly produced 
on the casting wheel illustrated above. 


This means that The American Brass Company, 

an Anaconda fabricating subsidiary, is able to supply 
its customers with larger and heavier copper 

plates; also with longer unjointed coils of 

strip copper in very thin gages. These 

longer coils, in demand by industry, enable 

users to operate their machines more 

economically — with fewer interruptions. 


This new casting plant, the largest of its 

kind, is another example of Anaconda’s continuing 
program to meet industry’s evermore exacting 
requirements for copper and copper alloy products. 


542914 


The American Brass Company 
Anaconda Wire & Cable Company 


Andes Copper Mining Company 
Chile Copper Company 


Greene Cananea Copper Company 
Anaconda Aluminum Company 


COPPER MINING COMPANY Anaconda Sales Company 


International Smelting and Refining Company 
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INVESTMENT ANALYSIS—1955 STYLE 


Policies and Procedure Outlined 


WILLIAM W. WOLBACH 


Vice President, Boston Safe Deposit & Trust Company, Boston 


MAJOR AND EVER GROWING SHARE 
A of investment decisions is based 
directly or indirectly on the advice of 
professional security analysts. The fund- 
amental factors back of this develop- 
ment have been the coming of age of 
investment analysis as a true profession, 
and growing awareness that only 
through reliance on a competent staff 
can an effective investment program be 
achieved. Today, all leading mutual 
funds and investment counsel firms. 
most large insurance companies and 
many banks are noteworthy for the size 
and quality of their Investment Analysis 
or Security Research departments. Rec- 
ommendations of leading brokerage 
firms are now based on such research 
activities rather than “tips” or individ- 
ual ideas of customers’ representatives. 

Many banks have failed to keep up 
with modern practices and techniques. 
Their Trust department investment pol- 
icies are still largely influenced by trust 
committees of outside directors with no 
particular qualifications for such work. 
Actual supervision remains in the hands 
of individuals having neither the time 
nor, in many cases, the qualifications 
to devote effective study to analysis. 


All of us in the trust field should 
recognize that the growth in ability and 
stature of the security analyst is an 
important trend, close to revolutionary 
in nature. It raises the basic question 
as to whether a bank lacking an ade- 
quate investment program, is qualified 
to solicit or even accept trust and agency 
business when high quality, profession- 
ally-advised investment management is 
available to the public through competi- 
tors in the trust business as well as 
investment counsel firms, mutual invest- 
ment companies, and many leading 
brokerage firms. 


Bank managements may find it desir- 
able to take inventory of their present 
investment practices, to determine the 
extent to which they are in step with 





Based on address before Corporate Fiduciaries 
Association of Boston. 
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today’s greatly improved methods and 
procedures. 


I Investment Responsibilities of 
Trust Department 


The following minimum investment 
duties must be performed by a Trust 
Department. 


1) Supervision and periodic review 
of accounts 


2) Periodic review of industries, 
companies, and securities where there 
is an actual or potential investment in- 
terest 


3) Selection of securities for new in- 
vestment or for sale to raise cash 


These additional functions are also 
desirable: 


1) Development of basic investment 
policy (subject to approval of Trust 
Committee) based on economic, indus- 
try and company studies 


2) Ability to make sound recom- 
mendations on securities suggested for 
purchase by others 


3) Ability to intelligently advise cus- 
tomers and trust committee 


Il How Can These Responsibilities 
be Adequately Handled? 


There are two alternative methods of 
properly handling these responsibilities: 
operation of a capable, full time invest- 
ment analysis department or delegation 
of advisory responsibility to a compe- 
tent (which means well-paid) invest- 
ment counsel firm. 


The former concept of a Trust Com- 
mittee of outside directors dominating 
investment policy is becoming obsolete. 
The Committee function should be to 
review and ratify general policy and 
purchase and sale recommendations. 
Today it is difficult or impossible to 
obtain properly qualified outside trust 
committee members except possibly in 
major investment centers. Even with 
the nucleus of an adequate committee, 
there can be no guaranty of faithful 


attendance or assurance of continuity 
when key members retire or die. 


Most investing today is done by full 
time, well trained, skilled, experienced, 
professional advisors. How many trust 
committees can compete with this? 


Ill Duties and Objectives 


What should management expect of 
an Investment Analysis Department? 


A) Through intelligent analysis, the 
selection of industries, companies, and 
securities suitable for retention and new 
investment by the trust department. 


B) Periodically review and make 
recommendations on all industries and 
companies where trust department has 
important holdings. Put emphasis on 
elimination of sub-quality holdings or 
those hard to follow adequately. 


C) Make available to investment 
officers lists of issues suitable for pur- 
chase. 


D) Make recommendations on gen- 
eral investment policy, both bonds and 
stocks, and prompt recommendations 
on suitability and attractiveness of new 
offerings. 

E) Be equipped to give intelligent 
answers to suggestions of co-trustees 
and inquiries of customers. 


F) Keep adequate files of industry 
and company information. 


G) Be informed and keep others in- 
formed. 


H) Always be open-minded, objec- 


tive, and able to admit errors. 


IV Organization of Department 


A) Selection of the right individuals 


essential 


1) Investment analysis  depart- 
ments were once known as “statistical 
departments,” with principal duties 
as librarians for Moody’s Manuals. 


2) As a result, some individuals 
have risen through seniority to posi- 
tions of responsibility who are not 
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qualified by knowledge of modern 7) Ability to get along with people. 
techniques. Such individuals can C) Specialization is essential 
short-circuit the effectiveness of the 
department, spoil its usefulness to 
the rest of the trust department, and 
jeopardize its ability to obtain and 
retain capable personnel. When such 
situations exist, they should be 
frankly recognized and the individ- 
uals shifted to other work. 


1) The department should be ex- 
pected to specialize and concentrate 
on analytical work. It should not be 
expected to review accounts, per- 
form clerical duties, or work in 
other departments during peak load 
periods. 


2) To the extent manpower is 


B) Investment Analysis requires available, individuals should special- 
special qualifications ize on groups of industries or se- 
1) Judgment. curities. 


2) Inductive reasoning ability. D) Education of department 


1) Basic accounting knowledge es- 


3) Keen interest in the subject— : : : 
sential; economics desirable. 


curiosity. 

2) For beginners, correspondence 

thinking course offered by New York Institute 

Ri. ; of Finance should be encouraged in 

5) Ability to work with figures. most cases. This is generally superior 

6) Ability to recognize and profit to investment courses sponsored lo- 
from mistakes. cally by such groups as A.I.B. 


4) Open-mindedness, flexible 








This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$250,000,000 


General Motors Acceptance 


Corporation 
DEBENTURES 


$50,000,000 Five-Year 3% Debentures Due 1960 
Dated March 15, 1955 Due April 1, 1960 
Interest payable October 1, 1955 and each April 1 and October I thereafter 


$200,000,000 Seventeen- Year 342% Debentures Due 1972 
Dated March 15, 1955 Due March 16, 1972 


Interest payable March 15 and September 16 


Price For Both Maturities 100% 


and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the under- 
signed as may legally offer these Debentures in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
DILLON, READ&CO.INC. THE FIRST BOSTON CORPORATION KUHN, LOEB &CO. 
BLYTH & CO., INC. DREXEL & CO. EASTMAN, DILLON & CO. 
GLORE, FORGAN & CO. GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. 
Incorporated 
KIDDER, PEABODY & Co. LAZARD FRERES & CO. LEHMAN BROTHERS 
MERRILL LYNCH, PIERCE, FENNER & BEANE SALOMON BROS. & HUTZLER 
SMITH, BARNEY & CoO. STONE & WEBSTER SECURITIES CORPORATION 


UNION SECURITIES CORPORATION WHITE, WELD & CO. 


March 8, 1956. 























3) Advanced courses sponsored 
by security analyst groups should be 
encouraged or even required after 
preliminary education is completed. 


4) Within the department, actual 


case work problems are the best 
training. 










5) Special interests and initiative 
should be encouraged. 







6) Field work by juniors on not 
too important local situations is in- 
valuable experience. 





7) Do not dominate, “second 
guess” or over-coach junior analysts, 
In the writer’s experience if they 
have the basic qualifications and in- 
terest, they will learn quickly and 
assume responsibility readily. 


8) Failure of an individual to 
make satisfactory progress is almost 
invariably a reliable sign that he 
lacks qualifications. Once you are 
convinced of this, do not waste time 
on him,—TI have never yet seen a 
competent analyst develop out of 
such situations. It is fairer to both 
the department and the individual to 
transfer him promptly. 





E) The considered judgment of the 
department should be backed up by 
management 


1) Of course, questions should be 
raised and delay encouraged if rea- 
sonable doubt exists concerning rec- 
ommendations. However, _ policies 
and recommendations should not be 
capriciously overruled or ignored 
by other officers or committees, else 
its morale and effectiveness will be 
ruined. 


V Basic Plan of Operation 
A) Study major industries of poten- 
tial investment interest 


1) Determine those expanding, 
stable, cyclical, declining. 


B) Study—other factors with bear- 
ing on investment standing such as: 


1) Demand factors for products. 


2) Raw materials (price fluctua- 
tions). 


3) Seasonal influence. 


4) Nature of competition, both 
domestic and foreign. 


5) Manufacturing methods. 





6) Transportation factors. 


7) Marketing problems — to 
whom and how sold. 


8) Regulation. 


9) Capital investment costs. 
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10) Patent protection. 
11) Labor situation. 


C) Study—records of companies in 
those industries 


D) From studies, reach conclusions 
as to industries—desirable investment 
media—common stocks 


a) Steady income- growth with 
economy—money rate yields (Food, 
Container, Utility). 

b) Semi-cyclical — higher income 
return (Automobile, Elec. Equip.). 


c) Cyclical—even higher income 
(Steel, Building). 


d) Growing faster than economy— 
very low yields — (moderate — oils, 
paper; dynamic—life insurance, cer- 
tain chemicals). 


e) Not suited for most investment 
purposes (most textiles; coal com- 
panies). 


f) Some companies (Eastman Ko- 
dak, Minn. Mining) do not fall into 
any category exactly. Must be studied 
individually. 

E) Only rarely should a stock be 
used if you don’t like the basic charac- 
teristics of its industry 


F) Within those industries and 
groups suitable for investment,—make 
and maintain for companies where 
actual or potential investment interest 
exists—basic studies, and _ constant, 
alert and objective supervision 

a) To determine stocks suitable 
for retention and purchase. 

b) Follow stocks—might use in 
future. 


c) Determine _ stocks 


don’t want. 


definitely 


d) Recognize stocks which, due 
to changed fundamentals or other 
unfavorable developments, should be 


sold. 


e) Recommend within various 
groups issues relatively attractive or 
unattractive from a price standpoint. 


G) In company studies use same 
fundamentals as in industry studies plus 


1) 
try. 
2) 
3) 
4) 
5) 
6) 
7) 
8) 


Position of company in indus- 


Record. 

Financial position. 
Accounting policies. 
Expansion prospects. 
Management evaluation. 
Current prospects. 


Relationship of price of stock 
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to current and prospective earnings 
and dividends. 


H) Such studies and _ supervision 
mean going further than superficial ex- 
amination of per share earnings. A few 
examples of the need for constant study 
and alertness 


a) Oil—Relative ability of com- 
panies to build up oil production and 
cash earnings without undue dilution 
of stock. 


b) Chemical — Do management 
changes at Allied Chemical and Her- 
cules Powder indicate a more aggres- 
sive attitude towards expansion into 
new fields? Implications of tremen- 
dous expansion in nitrogen fertilizer 
materials. 


c) Office Equipment — How will 
developments in digital computers 
affect this field? 

d) Utilities—The “regulatory cli- 
mate” in the various commissions. 
Population growth trends. Expansion 
and financing plans. 


e) Container—Progress and im- 
plications of the attempt to replace 
bottles with cans in the soft drink 


field. 


f) Atomic Energy—Investment im- 
plications. 


g) Synthetic Fibers—Will its new 
tri-acetate fiber “Arnel” help Celanese 
Corp. turn the corner? To what ex- 
tent will Nylon replace high tenacity 
rayon in the tire field? 


h) Ethical Drugs — Implications 
of the patent dispute in broad spec- 
trum (Tetracycline) antibiotics. 


i) United Shoe Machinery—Will 
new machinery developments improve 
the drab earnings performance of 
this company? 

The foregoing comments have partic- 
ular reference to common stocks. How- 
ever, the same basic fundamentals apply 
to bonds and preferred stocks. 


Tax exempt securities are a special 
study in themselves and where possible, 
it is suggested that an individual or sec- 
tion of the department devote full time 
to their supervision and selection. 


VI Thoughts on Techniques 


A) No substitute for department’s 
own work 


1) Basic studies and constant vig- 
ilance as previously outlined. 


2) Field work, personal contacts 
with company managements to ob- 
tain perspective and first-hand knowl- 
edge of current situation and future 





FOR YOUR BENEFIT— 
OUR INVESTMENT EXPERIENCE 


You know the importance of sound judgment in 
solving any problem wisely. You know too that this 
comes only after years of training and practice. 










THE 
A wise decision about investments for the trusts or INVESTMENT ADVISORY 
estates you direct also demands this factor of sound COMMITTEE 


judgment. Why not let us supplement your knowl- 
edge? Why not let us save you hours of precious time? 
Call on the services of our Investment Advisory Com- 
mittee, a group of men with many years of experience 
in dealing with all sorts of investors’ problems. You 
can avail yourself of their familiarity with the gamut 
of securities, from AAA bonds and tax exempts 
through convertibles to growth common stocks, in 
selecting the combination of issues best suited to the 


¥ L. F. ROTHSCHILD & Co 
aims of your trusts and estates. ' 








You can take advantage of this service immediately, 
without cost or obligation on your part. Write today 
for free booklet describing this committee fully. 


Write today for your copy of our 
pamphlet, telling you more of our 
Investment Advisory Service. 





L. F. ROTHSCHILD & Co. 


ESTABLISHED 1899 
Member 
N. Y. Stock Exchange, American Stock Exchange and other leading Exchanges 


120 BROADWAY. NEW YORK 5, N. Y. 


TEL: — RECTOR 2-4600 
CHICAGO ° ROCHESTER @¢ 
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planning is invaluable when properly 
handled and companies contacted 
periodically. 


3) Do not overlook value of sta- 
tistics—as historical record of past 
performance, for proper understand- 
ing of company’s financial situation, 
as a means of evaluating past effec- 
tiveness of management and _ inter- 


preting the potential significance of 
expansion. 


Vil Outside Sources of 
Information and Opinion 


A) The basic statistical services 
(Moody’s, Standard & Poor) are help- 
ful for general and background inform- 
ation 
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Fund, Inc. ””” 


Prospectus on request: 


10 Post Office Square 
Boston 9, Massachusetts 


One Wall Street 
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117 South 17th Street 
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8 So. Michigan Avenue 
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EATON & HOWARD STOCK FUND 


A mutual investment fund seeking long term growth of principal 
and income primarily through diversified holdings of 
selected common stocks, 


(8). 
Managed by 
EATON & HOWARD 


INCORPORATED 


24 Federal Street 
BOSTON 


BOSTON 


ESTABLISHED 1924 


333 Montgomery Street 
SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 
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EC}; Fundamental Investors, Inc. 
‘Ss; Diversified Investment Fund, Inc. 


Manhattan Bond Fund, Inc. 


Diversified Growth Stock Fund, Inc. 
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FROM YOUR LOCAL INVESTMENT DEALER, OR 


HUGH W. LONG AND COMPANY 
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B) Advisory services (Moody’s, 
Standard & Poor, Value Line, Investo- 
graph) are satisfactory primary sources 
for policy decisions or recommenda. 
tions. Can be helpful as a check, partic. 
ularly on situations not ordinarily cov. 
ered by department 


C) Analyses prepared by others — 
good ones can be very helpful 


1) Field work reports and analy. 
ses are most valuable where constant 
coverage and periodic reports are 
maintained—conducted by brokerage 
firms (H. C. Wainwright & Co. and 
others) and professional analytical 
services (Argus Research). 


2) Specialized investment services 
-—Duff & Phelps (utility) ; John Her- 
old (oil). 


3) Correspondent Banks — value 
depends on ability of correspondent. 
Investment analysis staffs of many 
prominent banks are so overloaded 
with regular work for own trust 
dept., service to branches, and in- 
quiries from many hundreds of cor- 
respondent banks, that they are able 
to produce relatively little in the way 
of original information or thinking. 
However, certain banks provide ex- 
cellent coverage of certain industries, 
such as Chase National Bank in oil. 


4) Brokerage and investment bank 
firms. A few are very helpful through 
issuance of field work reports. Cer- 
tain firms have outstanding cover- 
age of certain industries — Spencer 
Trask & Co. and White Weld & Co. in 
Chemicals; First Boston Corporation, 
Aluminum. Many firms have close 
relationships with individual com- 
panies and are good sources of in- 
formation. 


D) Investment analysis societies 


1) Through periodic meetings 


with corporation officials. 

2) Attendance at regional or na- 
tional conventions should be encour- 
aged. 

3) Association with opposite num- 
bers in other firms. 

A A A 


Atomic Fund Offering 


Equitable Securities Corporation and 
a nation-wide group of underwriters is 
making a special offering of Atomic 
Development Mutual Fund, Inc. The 
fund is an open-end diversified manage- 
ment investment company, specializing 
in securities of companies participating 
in activities resulting from Atomic Sci- 
ence. 
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MOODY’S INVESTORS YIELD TABLES 
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YIELDS OF YIELDS OF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
: 1.25 2.60 7 ‘260-4 F130 
1.25 IN PERCENT IN PERCENT PRICES AND DIVIDENDS 
($ PER SHARE ) 
3 YEARS - 120 4 
F 1.50 1.50- 2.80 
5 YEARS _ - 110 - 
= 1.75 ‘ K¢te—7 
3.00 - 
- 100 PRICES - 
= 200-4 . 
. 3.20 
YIELD | § 
= 225-7 °, 
\ : ‘ 
7 2.50 - . ; foe 
\ ra bee 2 °°" 
Peo ay vw pe 
- 3.60 ; 3.60 - a 
~ Sp re AP \ iN ! f° 
3 Vv \” \3e Tai P ; 275-4 i / YIELDS a 
“= e . \ e 
. Al 3 1 - 60 F ’ 57 
y 3 ri Vo o \ pr 4 ae \ 
10 YEARS \i/ | - 3.80 \ ! Boa 3.80 - on oN toate weet 
= \Vp-4 3.00 Vi 7s - ‘. 
° r7 
[mat ~--~/ 
p 3 /4S,0F 6/15/83-78 + 4.00 4.00 me eneoemen 
- 3.25 / '- 40 A wal 
22 s,oF 9/15/72-67 DIVIDENDS 
10 = (“0 SCALE) 
1952 1953 1954 1955 - - 1952 1953 1954 1955 = - 1952 1953 1954 1955 - 
| | | | J at =X | | 
Feb. Jan. Feb. 
1955 1954 1954 1954-55 1951-53 1946-50 1941-45 1931-40 1919-1930 
—— End of Month —— Range for Period 
1. U.S. Government Yields —...__ Snes 
8-Year Taxable Treas. _.......___uW»_ ‘_ 2.19 1.95 1.57 2.28-1.35 2.80-1.68 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. ~~ % 2.39 2.32 1.98 2.49-1.75 3.00-1.76 1,87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. ~~ eek 2.64 2.59 2.37 2.67-2.33 3.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 214s, 9/16/72-67 _.._.-_-__. % 2.75 2.66 2.56 2.76-2.42 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Vietory 2%, 12/15/67 __»_ % 2.74 2.66 2.57 2.75-2.43 8.31-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
Oa a a % 2.88 2.76 2.82 2.91-2.56 (b) (b) (b) (b) (b) 
8s, 1995 % 2.98 ese Sa 
2. Corporate Bond Yields 
Aaa Rated Long Term % 3.02 2.95 3.10 3.11-2.85 3.44-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term - % 3.12 3.08 3.16 3.27-2.99 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term -__. ia 3.18 3.16 3.33 3.39-3.12 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term Y/, 3.48 3.46 3.54 3.74-3.44 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields — 
Aaa Rated Long Term % 2.10 yo | 2.04 2.21-1.90 2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (ce) 
Aa Rated Long Term —_-_._. ~ % 2.25 2.28 2.20 2.32-2.00 2.96-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (c) 
A Rated Long Term __... % 2.56 2.58 2.65 2.83-2.37 3.34-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (b) (ec) 
Baa Rated Long Term —....__>_ J 3.04 3.06 3.16 2.32-2.90 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60(b) (e) 
4. Preferred Stock Yields — 
Industrials—High Dividend Series 
go Ee ce eeee % 3.88 3.87 3.91 3.94-3.84 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade a 4.52 4.53 4.91 4.96-4.52 5.28-4.68 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Divended Series 
See WOOO, 5, ack A 3.68 3.67 3.68 3.82-3.65 4.02-3.45 3.92-3.27 (d) (d) (d) (d) 
Medium Grade ....................... % 4.11 4.09 4.10 4.27-4.05 4.39-3.80 4.20-3.52 (d) (d) (d) (d) 
Utilities—Low Dividend Series __.. 
OSS % 8.95 3.94 3.94 4.14-3.85 4.45-3.77 4.24-3.40(d) (d) (d) (d) 
Medium Grade ~~... % 4.26 4.26 4.32 4.51-4.17 4.87-4.19 4.65-3.69 (d) (d) (d) (d) 
6. Common Stocks 
125 Industrials—Prices (f) ~~~... sii $118.49 $116.83 81.98 118.49-77.81 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) 
125 Industrials—Dividends (f) — $ 4.90 $ 4.79 4.34 4.90- 4.27 4.55-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(e) 
125 Industrials—Yields .....__-_+_+_-. -% 4.14 4.10 5.29 5.49- 4.09 6.84-5.14 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (e) 


(a)—-U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 














Jan. 2, 1946. 


(f)—Dollars per share. 


(d)—Low Dividend Preferred Yield Averages 





in this series date from 


(e)—125 Industrials Averages date from Jan. 1, 1929. 
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From General Electric’s ANNUAL REPORT, out now: 
» Promising Progress 
Developments of 1954 











General Electric engi- 
neers have designed and 
built a more powerfy] 
high-efficiency jet engine 
on an entirely new set of 
Principles. resulting jn 
Outstanding 1954 jet-en- 
sine progress, You'll find 
4 discussion of this and 
other Products made b 
General Electric for Pao 


national defense 
16 of the epi 7 

























a 
— 
_— 


L—— 







Computers, 
automation sef 
new productivity 






Mass production 
of transistors 





The number of General Elec. 

Owners hit a new 
ora discussion 
ons behind the 
ge 2, 












of two big reas 
Increase, see Py 










General Electric’s Electronics 
Division is now applying new 
techniques for mass-producing 
transistors. This is one of the 
outstanding examples of progress 
in research and advanced devel- 
opment described in the Annual 
Report, Pages 7 to 10. 
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General Electric is waeer 1Phe 
materials handling even or - 
al order” equipment an ¥ 
applications © 
Annual Report, 















“speci 
exploring new 
computers. See 


Pages 8-9. 









of the Annual Report with more 
details of General Electric progress 
and prospects, write Dept. 111-Il, 
Schenectady, N. Y. If you own 
General Electric shares held in the 
name of a broker — or in a nominee 
name of a bank or trust company — 
write to Dept. 111-V2, and we will 


yx il you regularly all share owner 
GENERAL 3) ELECTRIC [Eee 


Progress /s Our Most /mportant Product 
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Trust Council Activities 


February meetings of Life Insurance 
and Trust and Estate Planning Coun- 
cils, as reported to T.&E., were as fol- 
lows: 


Phoenix—“Who pays income taxes 
on a decedent’s income, and when?” 
was discussed by W. Lee McLane, Jr., 
local tax attorney formerly with the 
Bureau of Internal Revenue. 


Los Angeles—Karl K. Krogue, CLU, 
assistant professor, Washington State 
College, School of Business Administra- 
tion, spoke on “The Use of Trusts for 
the Disposition of Life Insurance Pro- 
ceeds in the Estate Plan.” 


San Francisco—Problems encount- 
ered in administering estates of dece- 
dents were discussed by the following 
panel: Philip S. Dalton, assistant vice 
president, Anglo California National 
Bank, moderator; S. Vilas Beckwith. 
trust officer, Bank of California; Frank 
E. Canatsy, trust officer, Wells Fargo 
Bank; Herbert E. Olney, trust officer, 
Crocker First National Bank. 


New Haven — “Business Purchase 
Agreements Effective at Death” were 
reviewed under the leadership of Leslie 
R. York, C.L.U., general agent of Aetna 
Life Insurance Co. The February meet- 
ing marked completion of the Council’s 
first year. 


Northeast Florida—‘Estate Planning 
from the Investment Viewpoint” was 
presented by John J. Morley, local man- 
ager of A. M. Kidder & Co. 


Detroit—“The Value of Estate Plan- 
ning When Handling Businesses in 
Trust” was reviewed by Arthur B. 
Pfleiderer, vice president of Detroit 
Trust Co. and chairman, Committee on 
Handling Businesses in Trust, Trust Di- 
vision, American Bankers Association. 


Baltimore—“The Industrial Develop- 
ment Program of Baltimore” was dis- 
cussed by William P. Rock, director of 
the New Industry Location Program of 
the Baltimore Association of Commerce. 


Dallas—Charles J. Anthony, CPA, 
spoke on “Incidents of Taxation on 
Trust Income from Oil and Gas Prop- 
erties.” 

a &.a 


National Institute on Estate 
Planning to be Held 
April 18-19 
A National Institute on new cooper- 
ative techniques in estate planning will 
be held at the Fort Des Moines Hotel 
in Des Moines, Iowa on April 18 and 
19. The audience participation type in- 
stitute is open to trust officers, life 
underwriters, lawyers and accountants 

from all over the United States. 


Some of the leading experts in the 
estate planning field will participate in 
the institute including Joseph Tracht- 
man of Trachtman and Wolf, New York, 
Robert J. Lawthers, Director of Bene- 
fits and Pension Business of the New 
England Mutual Life Insurance Co. in 
Boston; Laflin C. Jones, Executive As- 
sistant of the Northwestern Mutual Life 








NEWLY ELECTED OFFICERS AND DIRECTORS OF MONTEREY COUNTY (CAL.) 


ESTATE PLANNING COUNCIL 


First row: Pres—Edward J. Mintz, C.L.U., New York Life, Salinas; Sec—Helen Small, 
New York Life, Carmel; Vice Pres.--Robert T. Kattner, assistant trust officer, American 


Trust Co., Salinas. 


Second row: Treas.—Joseph J. Caruso, Metropolitan Life, Monterey; C. Chandler Smith, 
public accountant, Monterey; Charles P. McHarry, attorney, Monterey; Paul W. Lawrence, 
trust officer, American Trust Co., Salinas; Carleton Williams, C.P.A., Salinas—all directors. 

Not present when the picture was taken—John F. Martin, director, attorney, Monterey. 

At the annual board meeting it was recommended to have joint meetings with other 
professional groups, such as the Bar Association, the Certified Public Accountants, and the 
Life Underwriters Association, and speakers and subjects that would be available to 
service and other clubs for talks on the new tax law, estate planning, and allied subjects. 
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Insurance Co. in Milwaukee; and Ken. 
neth I. Todd, trust officer of the Valley 
National Bank in Phoenix, and _presi- 
dent of the Arizona Estate Planning 
Council. The Institute will deal with 
the estate problems of the average 
small business man in dramatic form. 


The cooperating sponsors of the in. 
stitute include: American Society of 
Chartered Life Underwriters, Des 
Moines Chapter; Des Moines Estate 
Planning Council; Des Moines Life 
Underwriters Association; General 
Agents and Managers Association; 
Iowa Society of Certified Public Ac. 
countants; Iowa Corporate Fiduciaries 
Association; lowa Quarter Million 
Club; Polk County Bar Association; 
College of Law, University of Iowa; 
College of Liberal Arts, College of Fine 
Arts, College of Business Administra- 
tion and the Law School at Drake Uni- 
versity. 

Arrangements for hotel reservations 
will be made for all registrants. The 
$25 registration fee should be sent to 
the National Estate Planning Institute, 
212 Equitable Building, Des Moines 9, 
Iowa. 

aA Em A 
School of Financial Public 
Relations at Northwestern 
July 25 - August 6 

The eighth annual session of the 
School of Financial Public Relations 
will be held at Northwestern University, 
July 25-August 6, 1955. The catalogue 
is now available (from Preston E. Reed, 
executive vice president, Financial Pub- 
lic Relations Association, 231 South 
LaSalle Street, Chicago 4) and all plans 
complete according to Hugh J. Bernard 
of Houston, Texas, chairman of the 
School’s Board of Managers. The fac- 
ulty members, drawn from both busi- 
ness and academic fields, have had long 
and successful experience in teaching 
their particular subjects to adults. 

The course consists of two resident 
summer sessions of two weeks each, 
plus written work between sessions. 
Each session consists of 53 class room 
hours and 10 seminar hours. Each stu- 
dent is also required to complete a pro- 
ject of his own selection, approved by 
a project committee, entailing the solu- 
tion of some practical public relations 
problem within the student’s own in- 
stitution. Those of exceptional merit 
and general interest will be published, 
or placed in the Association Library. 


Applicants for the School must be 
associated with an institution eligible 


for membership in the FPRA. 
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STATES 


Symbolis of progress 


Power is the strength of our growing econoniy. It is the 
harnessing of energy from many sources. . . from rush- 











ing water, put to work by hydro-electric plants . . 
from superheated steam, spinning thousands of turbine 


blades . . 


. from petroleum, through internal combus- 


tion engines .. . and now, from the atom itself. 

All these forms of power are symbolized in the 
cover of the Allis-Chalmers Annual Report for 1954 
shown at the right. 

In the future as in the past, Allis-Chalmers is dedi- 
cated to leadership in power for better living . . . what- 
ever the source of energy. 





ALLIS -CHALMERS HIGHLIGHTS 





1954 1953 

Sales and Other Income . $495,310,486 $516,574,615 
All Taxes 32,986,891 29,807,177 
Earnings 26,130,430 21,943,569 | 

Per Share of Common Stock 7.20 6.58 
Dividends Paid to Owners of 

Common Stock 13,421,584 12,403,690 

Per Share , 4.00 4.00 
Shares of Outstanding 

Common Stock 3,475,377 3,267,209 
Earnings Retained for Use 

in the Business 11,488,809 9,088,998 
Number of Employes 33,865 36,697 
Wages and Salaries 157,121,943 155,761,969 
Owners of Common Stock 35,465 33,029 
Book Value per Share 

of Common Stock 68.18 65.59 
Total Share Owners’ Investment . 273,086,827 226,354,685 
Working Capital 263,751,912 207,958,585 
Total Assets .... 410,575,188 401,503,323 
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ALLIS-CHALMERS ANNUAL REFORT 


1954 





For copies of 
the Annual Report write 


Allis-Chalmers Manufacturing Co. 
Shareholder Relations Dept. 
1141 S. 70th Street 

Milwaukee 1, Wisconsin 


CHIEF PRODUCTS 


Tractor Division: 


Farm and Industrial Wheel 
Tractors, Harvesters, Farm 
Equipment, Crawler Tractors, 
Motor Graders, Motor Scrap- 
ers, Motor Wagons, Pull-Type 
Scrapers, Power Units, 
Engines. 


General Machinery Division: 


Steam, Hydraulic, Marine and 
Gas Turbines; Electric Genera- 
tors, Motors, Controls; Trans- 
formers, Switchgear, Regula- 
tors; Steam Condensers; 
Pumps; Blowers; Crushers; 
Cement Kilns; Mining and 
Processing Machinery; 
Foundry Equipment; 
Betatrons; Nuclear Power 
Equipment. 


Buda Division: 


Fork Lift Trucks; Towing 
Tractors; Diesel, Natural Gas, 
Butane and Gasoline Engines; 
Earth Boring Machines; 
Railroad Supplies; Jacks. 
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ALLIS-CHALMERS 
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PLANTS 


West Allis, Wis.; Springfield, 
Ill.; Harvey, Ill.; LaCrosse, 
Wis.; Terre Haute, Ind.; 

Cedar Rapids, Iowa; Norwood, 
Ohio; LaPorte, Ind.; 
Pittsburgh, Pa.; Boston, Mass.; 
Gadsden, Ala.; Oxnard, Calif.; 
Independence, Mo. 


Foreign: Essendine, England; 
Lachine, Quebec; St. Thomas, 
Ontario. 
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* THE HOME * 
Susuronce Congoany 


FIRE e AUTOMOBILE ° MARINE Be 


and THE HOME INDEMNITY COMPANY 


Balance Pease THE HOME INSURANCE COMPANY December 31. 1954 





ADMITTED ASSETS LIABILITIES m: 
% United States Government Bonds . . . $ 81,571,962.52 Reserve for Unearned Premiums . . $175,675,958.00 i 
& Other Bonds... . . 6 6 « «© @©694,561,406.92 Unpaid Losses and Loss Expenses 43.281.009.63 ™ 
# Preferred and Common Stocks <a e so» « 2 OSO39N24-72 Taxes Payable. . . . Ss 5,675,000.00 wl 
Cash in Office, Banks and Trust Companies 23,895,857.61 Reserves for Reinsurance : 1,810,986.40 es 
e Investment in The Home Indemnity Dividends Declared oe 8 2,000,000.00 - 
ie Company . re eM J Bi RS ie ee 20,031,763.00 Other Liabilities. . . . 4,647.561.32 
E Real Estate . . . es jae 7,169,468.45 Total Liabilities. . $233.090,515.35 WI 
# Agents’ Balances or Uncetios " Pressiume, Capital . ...... - _20,000,000.00 pe 
less than 90 days due . . .. . . «  21,077,696.08 Surplus . . . » « _199,512,217.57 
Other Admitted Assets ....... §,255.553.62 Surplus as tients Pidtestiahtines - $219.512.217.57 
Total Admitted Assets... .. . “$452,602.732.92 SS ere arrears th 
NOTE: Bonds carried at $5,936,585.11 amortized value and cash $82,500.00 in the above balance sheet are deposited as required by law. All securities have been sti 
valued in accordance with the requirements of the National Association of Insurance Commissioners. th 


Balance sheetof THE HOME INDEMNITY COMPANY December 31, 1954 in 





cceA= tr 
ADMITTED ASSETS LIABILITIES 
United States Government Bonds - - $ 20,981,611.72 Reserve for Unearned Premiums. . $ 17,408,676.00 to 
Other Bonds .... res 17,898,690.96 Unpaid Losses and Loss Expenses. 22,011,128.00 es 
Pref yer, ok 14.322.398.00 Taxes Payable. .. . Bt 770,000.00 
piesialanr tease ommon Stocks . eee a Reserves for Reinsurance. 52,606.00 
Cash in Office, Banks and 2 141,817.14 Other Liabilities. . . .. 176,444.17 ck 
Trust Companies... . . - + + - 141,811. Total Liabilities . . $ 40,418,854.17 to 
Agents’ Balances or Uncollected Premiums, a, 5 a we 1,500.000.00 th 
less than 90 days due . ... . - 4,184,519.99 Surplus... sehen: 18.547,998.63 i 
Other Admitted Assets a Seige Ss 937,814.99 Surplus as ‘Heinle Policyholders . $ 20,047,998.63 
Total Admitted Assets . . . . . $ 60,466,852.80 os ve . 
i iets mc neatata _——= W 
NOTE: Bonds carried at $1,105,000.00 amortized value in the above balance sheet are deposited as required by law. All securities have been valued in accord- ° 
ance with the requirements of the National Association of Insurance Commissioners. n 
Sian sane te 
Harowp V. SmitH, Chairman of the Board KENNETH E. Back, President : 
DIRECTORS OF THE HOME INSURANCE COMPANY te 
Lewis L. CLARKE Harotp H. Hem Cuampion McDoweE t Davis Boykin C. Wricut Lou R. CRANDALL ty 
Banker President, President, Shearman & Sterling President, 
Chemical Corn Exchange Atlantic Coast Line & Wright George A. Fuller Co. tc 
Haro V. Smita Beak manne £6. ' = KENNETH E. BLack Vv 
: Leroy A. LINCOLN Presid | 
Chairman of the Board Cartes A. LoucHIN Warren S. Jonnson Chairman of Board, eee 
Vice President & Siteathinnt Camcenker Metropolitan Life LEONARD PETERSON 
FrepertcK B. ADAMS General Counsel Peoples Savings Insurance Co. Vice President D 
Chairman of ; Bank & Trust Co. of Hersert A. Payne | 
Executive Committee, Ivan Escott Wilmi N.C. Tuomas J. Ross Ree ee : : : 
Atlantic Coast Line New York City en Senior Partner, Vice President & Secretary : 
Railroad Co. Henry C. Baunre Ivy Lee and T. J. Ross J. Eowarp Meyer f) 


Percy C. Mapeira, Jr. Deschiions President, 
Rosert W. Dow inc Chairman of Renive Foose Co. Henry C. Von ELm Cord Meyer Development 
Prasiiisas Executive Committee, Honorary Chairman Company 
_ President, Tradesmens Land Title Bank of Board, ARTHUR C, Bass 
City Investing Co. & Trust lo. Harsin K. Park Menntastueens Tense Lo. — . “ ga 
Chairman of Board, Bab ais pone a 
Gerorce Gunp Eart G. Harrison The First National Joun M. FRANKLIN ee ay oa 
President, Schnader, Harrison, Bank of President, Rosert G. GoELet 
The Cleveland Trust Co. Segal & Lewis Columbus, Ga. United States Lines Co. Real Estate 


HOME OFFICES: 59 MAIDEN LANE, NEW YORK 8, N.Y. 
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ESTATE PLANNING SUGGESTIONS 


Made at New York State Bar Forum 


HE NEw YorK STATE Bar Associa- 
pe conducted an Estate Planning 
Forum on January 29 during its annual 
meeting in New York City. With Har- 
rison Tweed of the local Bar as moder- 
ator, four lawyers discussed current 
techniques particularly in the light of 
the 1954 Internal Revenue Code. The 
highlights of their remarks follow. 


THE GROSS ESTATE 


Thomas C. Plowden-Wardlaw, 
Albany 


One cannot recommend a client to 
make inter vivos transfers of property 
without knowing whether that property 
will ultimately be includible in the gross 
estate for Federal tax purposes, any 
more than the attorney can draw a will 
without knowing what property will 
pass under the will. 

Sections 2033 to 2042 of the Code 
cover the includible items. Except for 
the first section which contains the broad 
statement that all property in which 
the decedent had an interest is includ- 
ible, the provisions are virtually con- 
fined to non-probate assets. These fall 
into two main categories: (1) lifetime 
transfers, governed by Sections 2035 
to 2038; (2) particular kinds of inter- 
ests, governed by Sections 2039 to 2042. 


In the first group, the only significant 
change made by the 1954 Code relates 
to transfers to take effect at death. Under 
the former law a transfer by A in trust 
to pay the income for life to B, with re- 
mainder to C if living, otherwise to D, 
would be includible in A’s gross estate 
inasmuch as C had to survive A in order 
to receive possession. Under new Sec- 


| tion 2037, however, the transfer will not 


be includible unless immediately prior 
to A’s death there is one chance in 
twenty that the property will return 
to A or his estate. This is the 5% re- 
Versionary rule. 


In the second group, the most im- 
portant changes deal with annuities and 
insurance. Section 2039 (c) excludes 
from the estate the value of an annuity 
or other payment receivable by any 
beneficiary (other than the executor) 
pursuant to a qualified employee trust. 
This provision affords a means by which 
the owner of a small business can rapidly 
build up a substantial fund in the hands 
of his faimily to meet estate tax and 
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liquidity problems. To illustrate, an ex- 
ecutive in a high tax bracket would 
have to earn, say, $3 in order to save $1. 
The earnings on that dollar would be 
further reduced by income tax from, 
say, 5c to 2c. The aggregate savings 
would then be includible in his taxable 
estate. On the other hand, $3 set aside 
in a qualified sharing trust would pro- 
duce, say, 15c not subject to income 
tax, and under Section 2039 (c) the ac- 
cumulated sum paid out to the bene- 
ficiary on the executive’s death would 
pass tax-free. 


The elimination by Section 2042 of 
the premium payment test for includibil- 
ity of life insurance is beclouded by the 
unsettled questions involving the reten- 
tion of a 5% reversionary interest by 
the insured. 


DEDUCTIONS 


Richard J. Turk, Jr., Mitchell, 
Capron, Marsh, Angulo & Cooney, 
New York 


Because deductions are not a matter 
of right but of Congressional grace, the 
estate seeking a deduction has the af- 
firmative burden of showing that the 
claimed item comes within the statutory 
provision. Any doubt will in all prob- 
ability be resolved against the deduc- 
tion. 


The deduction for funeral and ad- 
ministration expenses, claims and mort- 
gages is no longer limited, under Sec- 
tion 2053, to the value of the property 
subject to claims, provided they are 
paid before the estate tax return is filed. 
Thus, where the estate consists exclu- 
sively of taxable insurance which is not 
subject to the claims of creditors and 
the beneficiary pays the expenses, a de- 
duction will be allowed therefor. More- 
over, expenses incurred in connection 
with taxable property not subject to 
claims are allowable if paid within 
three years after the filing of the return. 
These include such items as principal 
commissions on a living trust, attorneys’ 
and special guardians’ fees in connec- 
tion with a trust accounting, and fees 
incurred in contesting the taxability of 
a trust. 


The liberalization of the deduction 
for property. previously taxed, now 
designated as a credit, is not so simple 


as it might have been, because it is 
hedged around with detailed restrictions 
and limitations relating to charitable 
gifts, death taxes paid, etc., designed to 
insure the impossibility of any double 
deduction. 


No substantive changes have been 
made with respect to charitable transfers. 
Some practical suggestions are worth 
noting. To be certain of a deduction, the 
draftsman should ascertain the correct 
name of the beneficiary, that it is in- 
corporated and that it is registered by 
the Treasury as an exempt charity. Di- 
rect contact with the charity would best 
elicit this information. If the testator 
wishes to surround the gift with specific 
purposes and restrictions, inquiry should 
be made, preferably in a conference 
among the attorney, the client and the 
charity’s representative, as to whether 
the beneficiary would accept the bequest 
on the indicated terms. The larger and 
more widely known the charity the more 
likely its unwillingness. 


Wherever possible, one should avoid 
the complicated Greeley formula for 
computing the deduction for a residuary 
charitable bequest where taxes are pay- 
able out of the residue. It would be 
preferable, in appropriate situations to 
bequeath the charity a specific amount 
or specific property and make the taxes 
payable from some other source. 


Likewise it is desirable to avoid the 
difficulties arising out of a charitable 
remainder under a trust which permits 
invasion of principal for the life tenant. 
The test established by the cases, of 
which Ithaca Trust Co. heads one line 
and Merchants National Bank the other, 
is whether the power to invade is limited 
in the instrument by an ascertainable 
standard definite enough to permit a 
determination that in all reasonable 
probability the principal, or at least so 
and so much of it, will eventually pass 
to the charity. If the problem cannot 
be foreclosed by the will through 
eliminating the power or phrasing it as 
to leave no uncertainty, a new provision 
in Section 2055 permits a post-mortem 
solution. If it appears at the decedent’s 
death that the deduction may be lost, 
and the circumstances justify the action, 
the power may be terminated within 15 
months after death and the deduction 
will be allowed. 
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The two changes respecting the marital 
deduction are of doubtful utility. The 
one, permitting a legal life estate with 
general power of appointment to qualify, 
should be availed of only as to real 
property since most legal life tenants of 
intangible personalty are notoriously lax 
about proper records and segregation of 
assets, with the resulting confusion likely 
to cost more than a trustee’s commis- 
sion. The other, permitting a “specific 
portion” of a fund to qualify, seems to 
create more problems than it was de- 
signed to solve. 


Whether or not the marital deduction 
should be used at all, especially where 
both spouses have substantial estates, de- 
pends on such considerations as the 
age and health of the parties. If both 
are around 70, the answer is probably 
no. If, however, the spouse of the pros- 
pective testator is likely to survive for 
15 or 20 years, the answer is probably 
yes. In the area of estates most likely 
to be dealt with — $100,000 to $1,000,- 
000 — the estate tax rates rise so 
slowly that the income on the amount 
saved by the marital deduction would 
in a comparatively few years more than 
offset the increase in the tax caused by 
adding the qualified property to the 
second estate. Furthermore, the surviving 
spouse may give away, donate to charity 
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or spend a good part or all of the quali- 
fied property, thereby reducing or elim- 
inating the added tax. 


The pros and cons of formula clauses 
and other methods for achieving the 
marital deduction have been thoroughly 
explored in articles by Robert Lovell, 
Joseph Trachtman and Paul Sargent, in 
the October 1953, November 1953, Sep- 
tember 1954 and October 1954 issues 
of Trusts AND Estates. A great many 
experienced draftsmen and trustmen pre- 
fer a formula clause and, what is more, 
a formula expressed in terms of a frac- 
tion of the residuary estate to overcome 
capital gain and other problems. (See 
article by Timothy S. Kiley and John R. 
Golden, T&E, Dec. 1951.) 


In granting the spouse the general 
power of appointment necessary to qual- 
ify for the marital deduction, a proviso 
should be added that it be exercisable 
only by specific reference in her will, 
to avoid inadvertent exercise by the 
residuary clause. 


GIFTS OF INSURANCE 


Albert Mannheimer, Nathan, Mann- 
heimer, Asche & Winer, New York 


There are four principal points to 
watch in making gifts of life insurance. 
The first is to make certain that the 
insured does not retain a reversionary 
interest exceeding 5% of the policy 
value immediately preceding death. 
There seems to be undue alarm over the 
possible interpretation of this rule by 
the Treasury. For example, where an 
insured makes an outright gift of a 
policy to his wife, some company coun- 
sel and others take the position that the 
husband has retained a reversionary in- 
terest on the theory that since the wife 
may predecease him he may get the 
policy back. However, there is a feeling 
that the Regulations when ultimately 
issued will put this fear to rest. 


Another pitfall to avoid is the so- 


called “sticky clauses” in certain old 
policies which provide that the insured 
shall have the right to change the bene. 
ficiary and select the settlement options, 
irrespective of the ownership of the pol. 
icy. Such a clause would involve reten. 
tion of incidents of ownership subject. 
ing the proceeds to tax in the insured’s 
estate. 


A third point to observe is the ques. 
tion of making gifts of income-producing 
assets rather than insurance. In both 
cases, estate taxes can be minimized but 
with the former there is also the op. 
portunity to save income taxes. On the 
other hand, insurance has the peculiar 


virtue of increasing in value at the ff 


moment of death. 


The next matter to bear in mind is the / 


possibility (as to which there already 


are rumors) that the premium payment ; 
test will be once again restored, as has ff 


happened three times in the past. If that 
should eventuate, the chances are that 
the reinstated rule would apply only to 
future premiums so that transfers in the 
interim will have escaped the tax to the 
extent of prior payments. 


Where an insured desires not to trans- 
fer his policies so that he may remain 
in position to draw on cash values, there 
is still opportunity to take advantage of 
the current tax status. He may convert 
the policies into paid-up insurance and 
some member of the family may take 
out new insurance to bring the total up 
to the original face amount. The insured 
could even continue to pay the premiums 
on the pew policies. In addition to pre- 
serving the cash value for the insured’s 
use, this arrangement possesses advan- 
tages in respect of contemplation of 
death and gift taxation. 


In the case of an individual who has | 


exhausted his lifetime gift tax exemption, 
and does not wish any future gift to 
exceed the annual exclusion, (which 
would be the case with a policy of sub- 
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Ralph C. Glock, vice president, The Bank 
of New York, and president of the National 


Multiple Sclerosis Society, presented a 
plaque to actor-commentator Robert Mont- 
gomery on Mr. Montgomery’s NBC-TV 


show for serving as national co-chairman 


» of the Society’s fund-raising campaign dur- 
© ing 1954, and enlisting the support of the 
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entertainment world in disseminating in- 


) formation on the problems attending this 


disabling neurological disease. The Society’s 
1955 campaign is spearheaded for March 


) 15th through April 30th. Headquarters is at 


270 Park Avenue, New York 17. 





stantial value), he may do one of two 
things. He may ask the company to split 
the policy into smaller ones (which will 
be done within reason) and then each 
year he may give away a policy. The 
other and perhaps better alternative is 
to borrow on the large policy, assign it 
to the donee and then make annual pay- 
ments in reduction of the loan within the 
limits of the exclusion. 


Where a funded insurance trust is 
considered, it would be more advan- 
tageous to create a “two-donor” trust. 
That is to say, the insured transfers the 
insurance and his wife, for example, 


transfers the securities whose income is 


to be used to pay the premiums. This 
arrangement would not only exclude the 
insurance and the securities from estate 
tax (as would be true under a “one- 
donor” trust) but also would bar taxing 
the trust income to the insured (which 
by virtue of Section 677 would be the 


case if he transferred the securities). 
Nor would the income be taxable to the 
wife but rather to the trust at presum- 
ably lower rates. 


Where a “two-donor” trust is not 
feasible, a conventional funded trust is 
still to be preferred to an outright gift 
of insurance. Successive death taxes in 
the estate of the beneficiaries can be 
avoided; the securities used to fund the 
trust are removed from the insured’s 
estate (an outright gift would accomplish 
the same result but there would be no 
assurance that the securities would be 
preserved intact or that the income 
would be used to pay premiums) ; in- 
come tax advantages after the insured’s 
death can be secured through accumu- 
lation, sprinkling and like provisions; 
and since the trust pays the premiums, 
the contemplation of death risk as to 
premium payments is eliminated. 


WILL DRAFTING 
Logan Fulrath, New York 


The first basic question to resolve in 
drawing a will is the matter of domicile 
of the testator. Ordinarily, there is no 
doubt on this score, but where it is un- 
certain, appropriate measures ought to 
be taken to avoid future difficulties. 
One thing that can be done under Sec- 
tion 47 of the New York Personal Prop- 
erty Law is to state that the will is 
to be construed and administered in ac- 
cordance with New York law. 


The next important determination is 
the extent of the client’s assets and the 
form of holding. It would hardly make 
sense to create a trust for the widow for 
life, remainder to the children, when 
all or substantially all of the assets are 
held in joint ownership so that they pass 
to the survivor outside the will. The ex- 
ploration of assets can be facilitated by 
reviewing with the client the schedules 
in the estate tax return which list the 
various types of property interests. 
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Because of the heavy impact of estate 
taxes, it is most important to ascertain 
the source of their payment. Whether 
and to what extent Section 124 of the 
Decedent Estate Law, providing for ap- 
portionment of taxes in the absence of 
a contrary direction in the will, should 
be allowed to apply must be decided on 
the basis of the particular estate plan. A 
direction, for example, to pay out of 
the residue all taxes levied on assets 
included in the gross estate, might well 
decimate the residue in violation of the 
testator’s objectives. 

Too often overlooked in estate plan- 
ning is the human factor. Taxwise it 
might be clearly advantageous to plan 
for the maximum marital deduction. But 
take the case of a wife who it appears 
is likely to become incompetent. Are tax 
considerations paramount here? And on 
the matter of distribution of principal 
to children, there is no formula to say 
that it is best to give it to them at 30 
or 35 or 40 or any other age. The human 
equation must be weighed. 

Finally, a will is not something to be 
put away -and forgotten, although that 
is what too many clients do. It is the 
function of the draftsman, therefore, to 
review his will file regularly and to 
establish some system of tickler control 
to insure against obsolescence. 
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How to gain hours— 


on airmail cash and collection items... 


Ask us for a supply of these A.M.F. 
(air mail field) labels or envelopes, 
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you. 


Your cash and collection letters 
then will be included in air mail 
field pouches being dispatched to 
Chicago. Night and day we make 


frequent pick-ups at Chicago’s Mid- 
way Airport, and these letters are 
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TRUST ASSETS ADVANCE IN 1954 


NALYSIS OF THE FIRST 200 ANNUAL 
| poe received from banks and 
trust companies in the United States 
and Canada shows that 130 cited in- 
creased volume of trust assets under 
administration, 28 reported all time 
highs, and only two remarked a reduc- 
tion in trust assets, one of these being 
an institution which is gradually liquid- 
ating its trust business. Additional pen- 
sion and profit-sharing funds and estate 
planning were most often mentioned as 
sources of the year’s growth. Twenty- 
two reports gave no information what- 
ever about the trust department, leav- 
ing the stockholders completely in the 
dark regarding its operations. 


While far fewer trust departments 
report on income at all, 26 cited gross 
income at an all time peak, 27 others 
reported gains, and nine more said 
earnings were “satisfactory” or “very 
satisfactory.” Three reported gains in 
net income, and one cited an all time 


high. 


Four of the institutions issued special 


reports for employees or customers. 


(1) American National Bank & Trust 
Co., Chicago, published a 10-page Re- 
port to the Staff, complete with charts 
and photos. It provides information on 


'the building improvements, financial 


gains of the institution, how the income 
was spent, the sources and uses of 
funds, employee activities, fringe bene- 
fits, educational opportunities, and a 
brief comment about the directors. 


(2) Hanover Bank, New York, con- 
centrated on two pages of the company 
magazine, giving a comparative state- 
ment of earnings and a written explana- 


} tion of the items. The increase in sala- 


ries and extra compensation and the 
more favorable tax situation both re- 
ceived comment. Employee appoint- 
ments, promotions, retirement, and 
profit-sharing were delineated, and the 
president’s column gave the year’s high- 


lights. Copies of the report to stock- 
holders were made available to those 
employees who asked for them. 


(3) A summary of what “we took 
in,” what “we spent or provided” and 
what was left occupied a page entitled 
“1954 A Good Year” in the Lincoln 
Rochester (N.Y.) Trust Co. report to 
employees. Two pages were devoted to 
an annotated presentation of Resources 
and Liabilities; promotions retirements, 
education and activities of employees, 
and the president’s summary were also 
included. President John Remington 
dedicated this, his first employee report 
as president, to his predecessor, Ray 


Ball. 


(4) The “Report to Customers for 
1954,” occupying one issue of Union 
and New Haven (Conn.) Trust Co.’s 
Journal, was not so much an interpre- 
tation of the annual report to stock- 
holders as a friendly and newsy com- 
mentary on the life of the institution 
throughout the preceding twelve months 
. . . buildings, employees, civic activi- 
ties, and one page of comment on the 
stockholders’ report, copies of which 
were offered to customers on request as 
long as they lasted. 


The reporting bankers in many cases 
stated that employee turnover was less 
than in the year before, and often 
coupled this with the bank’s accomplish- 
ments in employee benefits and train- 
ing programs to qualify personnel for 
advancement. 


Programs in public relations included 
tours or sponsored forums, officer par- 
ticipation in civic organizations, and 
contributions to charitable foundations 
managed in whole or in part by the 


bank. 


The 40 references—among this rela- 
tively small total of trust institutions— 
to the growth of existing Common Trust 
Funds, and the announcement by 8 in- 
stitutions that they had _ established 


funds during the year, are indicative of 
the rising interest in this facility for 
trust investment. 


Among the unusual features con- 
tained in these reports were: 


First National Bank, Palm Beach, 
Fla., published a report with a cover 
opening in the middle like a double 
door, revealing photos of the officers. 
Although a very brief report, two full 
pages were devoted to the trust depart- 
ment and one to public relations. 


First National Bank, Atlanta, pro- 
duced its 90th annual report in three 
colors. After an historical introduction 
came sections headed “An Investment 
in” Progress, Capital, Facilities, Effici- 
ency, People, Community, Stockholders, 
Services, and Friends. 


Montclair (N.J.) Trust Co. included 
a six-year table of trust assets at book 
value, aggregate annual income collec- 
tions for customers, and number of 
wills and appointments on file. 


Central National Bank of Cleveland 
included a 3-page pictorial chart in 
color of “The flow of dollars.” 


Bank of the Manhattan Co., New 
York described its staff new: business 
contest which introduced 42,190 pieces 
of new business. 


Chase National Bank, New York, re- 
ported the addition to staff of an atomic 
physicist as consultant. 


Provident Trust Co., Philadelphia, 
making its 90th annual report, con- 
tained a brief but attractive historical 
section with illustrations. 


Industrial National Bank, Providence, 
reported that a Disaster Committee, 
previously appointed, had functioned 
effectively in the chaos created by hurri- 
canes Carol and Edna. 


A summary of progress in trust asset 
volume and gross income as reported 
by the trust institutions follows. 





Bank 


ARIZONA 


First National Bank of 
Arizona, Phoenix 

Valley National Bank, 
Phoenix 


CALIFORNIA 


California Bank and 
California Trust Co., 
Los Angeles 
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Gross Trust Earnings 


Satisfactory Profit 


Steadily growing 


Volume of Trust Business 


Common Trust Fund 


A fast growing department 


All time high . . . doubled in 


5 years, quadrupled in 10 
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SOURCE OF EARNINGS 





interest Notes 
interest Securities 
Trust Department 
Other Earuings 

Total Earnings 


1954 1954 1953 


$2,497,125.83 429% 44.6% 
1,807,913.28 311% 20.8% 


448,185.70 1.1%) =—-1.1% 


183% 175% 
100.0% 100.0% 


1,058,933.72 
$5,610, 158.33 





First National Trust & Savings Bank, San Diego 












Trust 
Assets at 
Book Value 
7349 2... _ $30,303,226 
1950 ___ 32,966,629 
i. cree 34,534,033 
ioe ==. Sie, se 
ea... 44,561,592 
1964 ........ 42,825,266 


Wills on 


Annual Income File and 
Collections for Appointments 
our Customers Noted 
$1,776,932 1003 
2,239,419 1044 
2,192,339 1089 
2,251,223 1169 
2,624,615 1223 
2,937,922 1310 


Montclair (N. J.) Trust Co. 





Bank 


Citizens National Trust & 
Savings Bank, Los Angeles 


Security-First National Bank, 
Los Angeles 

First National Trust & Sav- 
ings Bank, San Diego 

American Trust Co., 
San Francisco 

Anglo California National 
Bank, San Francisco 

Bank of America, N.T. & S.A., 
San Francisco 


Bank of California, N.A., 
San Francisco 


Crocker First National Bank, 
San Francisco 


Wells Fargo Bank, 
San Francisco 

County National Bank & 
Trust Co., Santa Barbara 


COLORADO 


Colorado National Bank, 
Denver 


United States National Bank, 
Denver 


CONNECTICUT 


Connecticut National Bank, 
Bridgeport 

Connecticut Bank & Trust 
Co., Hartford 


Hartford National Bank & 
Trust Co., Hartford 


First-Stamford National 
Bank & Trust Co., 
Stamford 

Torrington National Bank & 

Trust Co., Torrington 

Colonial Trust Co., 

Waterbury 


DELAWARE 


Equitable Security Trust Co., 
Wilmington 


DISTRICT OF COLUMBIA 


American Security & Trust 
Co., Washington 

National Savings & Trust 
Co., Washington 

Union Trust Co., Washington 


FLORIDA 
First National Bank, Miami 
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Gross Trust Earnings 


Gross fees at all time high 
All time high 


Trend continued upward 


New high levels 


Increased 


Most satisfactory 


Gross and net surpassed last 
year’s high 


Profitable operation 


All time high 


All time high 


New high; net very satisfac- 
tory 


All time high 
(Gross: $726,589) 


Continued good record 


Volume of Trust Business 


Substantial new business... 
Number and value of ac- 
counts reached new high 
Continued growth... now in 
excess of a half billion 


Increased substantially 


Satisfactory growth 


Great increase in service to 
corporations 


Gains in pension funds 


Most successful year E 
Substantial new _ business, 
both personal and pension 
and profit sharing ... Estate 
planning very active... 
Quarters had to be enlarged 


Increased 


Assets over $32 million 


Increasing steadily 


Number and volume both in- 
creased 


New high 
Increasing volume 


Assets of $381,000,000 plus 
$62,000,000 custodian ac- 
counts 


Increased assets 
Substantial increase in trust 
and estate accounts 


All time high 


Increased demand brought 
additions to estate planning 
personnel 


All time high ($300,000,000) 
Doubled in a decade 


Steady growth 
Substantial increase 


Expanding. . 


. exceeds $110 
million 


Common Trust Fund 


Continues useful 


Plans for broadening the use. 
fulness and popularizing the 
Living Trust 


CTF established June 1 now 
exceeds $6,700,000 with 246 
trusts 

A significant feature of the 
Department 


CTFs have proven their 
worth, now $20,000,000 and 
900 trusts 

More than doubled in two 
years. Now exceeds $5 million 
and 300 trusts 


CTF now $8,400.000 with 289 
trusts 


Increased 

Exceeds $2,000,000 with 86 
accounts at end of first full 
year 
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Bank 


- GEORGIA 


nd 
a First National Bank, Atlanta 


™ Fulton National Bank, 
Atlanta 

39 

9 | Georgia Railroad Bank & 

3 Trust Co., Augusta 


0 : ILLINOIS 
' American National Bank & 
Trust Co., Chicago 
Chicago Title & Trust Co., 
' : Chicago 
, ' City National Bank & Trust 
Co., Chicago 


' Continental Illinois National 
§ Bank & Trust Co., Chicago 


First National Bank, Chicago 


| Harris Trust & Savings 

: Bank, Chicago 

Lake Shore National Bank, 
Chicago 

La Salle National Bank, 
Chicago 

The Northern Trust Co., 
Chicago 

First National Bank & Trust 
Co., Evanston 


INDIANA 
Old National Bank, 
Evansville 
Fort Wayne National Bank, 
Fort Wayne 
Indiana National Bank, 
Indianapolis 


KENTUCKY 
Citizens Fidelity Bank & 
— Trust Co., Louisville 
| Kentucky Trust Co., 
246 et 
Louisville 
Liberty National Bank & 
Trust Co., Louisville 


MAINE 


National Bank of Commerce, 
Portland 


MARYLAND 
Fidelity-Baltimore National 
Bank & Trust Co., 
Baltimore 
Mercantile-Safe Deposit & 
Trust Co., Baltimore 
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Union Trust Co., Baltimore 


Gross Trust Earnings 


Record year 


Best year 


All time high 


Good year 


Important contribution to net 
earnings of bank 

Increased from $51,601 to 
$52,547 


Record fees 


Substantial 


Record year 


All time high 


Increased 


Volume of Trust Business 


Record new business 


All time high. 
Assets increased 291% in ten 
years 


One of its best years 


Continued growth 


Continued growth 

New business surpassed any 
prior year ... Pension and 
profit sharing appointments 
increased 

Continued growth . . . more 
new pension and profit shar- 
ing trusts Corporate 
trust volume up 

Steady growth in both per- 
sonal and corporate accounts 
Excellent growth in both 
divisions 

Continued growth 


Many new appointments 


Continued growth 


Substantial growth 


Rapidly increasing 
Growth in both divisions... 
new pension funds 


Steady growth 


One of the best years 


Greatest growth 


All time high 


Gratifying increase 

Net increase over $20 million. 
Total volume over $1 billion 
market value 


Steady growth 


Common Trust Fund 


CTF has brought trust ser- 
vice within the reach of ac- 
counts of all sizes 


Exceeds $6,500,000 with 205 
trusts 


An important facility 


Increased 


Increased 


Continued useful 


Over 1500 accounts partici- 
pating 
Provides investment diversi- 
fication 
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Bank 


MASSACHUSETTS 


Boston Safe Deposit & Trust 
Co., Boston 
Fiduciary Trust Co., Boston 


Rockland-Atlas National 
Bank, Boston 

Second National Bank, 
Boston 

State Street Trust Co., 
Boston 

Cambridge Trust Co., 
Cambridge 

Harvard Trust Co., 
Cambridge 

Malden Trust Co., Malden 


Pittsfield National Bank, 
Pittsfield 

Third National Bank & Trust 
Co., Springfield 

Union Trust Co., Springfield 


MICHIGAN 
Bay Trust Co., Bay City 


Manufacturers National 
Bank, Detroit 

Genesee County Savings 
Bank, Flint 

Jackson City Bank & Trust 
Co., Jackson 


MISSOURI 


City National Bank & Trust 
Co., Kansas City 
Commerce Trust Co., 
Kansas City 


Union National Bank, 
Kansas City 

Mercantile Trust Co., 
St. Louis 


NEBRASKA 
Omaha National Bank 


NEW JERSEY 


First Camden National Bank 
& Trust Co., Camden 
Peoples Trust Co. of Bergen 
County, Hackensack 
Hudson Trust Co., Hoboken 
First National Bank, 
Jersey City 
Montclair Trust Co., 
Montclair 


First National Bank & Trust 
Co., Paterson 

County Bank & Trust Co., 
Paterson 


Gross Trust Earnings 


Increased. Rates revised 


Fee schedule revised 


Increased substantially 


Substantial increase 


Both gross and net income 


Up 37% to a new record 


Nearly trebled in five years 


Substantial profit 


All time high 


Exceeded 1953 by 10% 





Volume of Trust Business 


All time high 
Liability as trustee, executor, 
ete. $82,102,732 


Steady growth (7%) 
General growth 


Encouraging growth 
Increased (approx. 20%) (in- 
cludes Agency & Custody) 
Increased (14.6%) in book 
value 


Continued growth 


Over 450 accounts with mar- 
ket value over $40 million 
Increased (7%) 


Number of accounts increased 
to 430. Book value of assets 
about the same. 


All time high 
Most successful year from all 
standpoints 


Assets increased 18% 


Rapid growth 


Growth from increasing de- 
mand 


Steady growth 


Constantly increasing 


Increasing 


Substantial growth 


Substantial increase 
Continues to expand 
Successful year ... market 
value of assets $300 million 
All time high . . . book value 
$42 million, market $60 mil- 
lion 

Increased satisfactorily 


Increased 6% to $21,688,681 





Common Trust Fund 


Highly satisfactory. Large % 
of our trusts participating 


Established CTF 


Highly satisfactory 


(To be continued) 
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1949 1950 = 1951 














1992. 1953 =—-1934 


Pension Trust Growth at City National Bank & Trust Co., 
Kansas City, Mo. 
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Dealers 
in M unicipal 
Bonds 








The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


ued) . . 
sonal attention of experienced officers. 





Bond Department 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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DivipeD LOYALTY and SELF- DEALING 


What Courses of Fiduciary Conduct are Indicated by Cases ? 


WALTER D. FLETCHER 


Davis, Polk, Wardwell, Sunderland and Kiendl, New York City 


1D’ THE WORDS “DIVIDED LOYALTY” 
AND “SELF-DEALING” express the 
same thing? Despite the fact that they 
are loosely used as synonyms, “Divided 
Loyalty” seems to denote a_ broader 
concept than “Self-Dealing.” Self-Deal- 
ing implies a transaction between the 
fiduciary acting as an individual and 
the fiduciary acting in his fiduciary 
capacity—for the account of the trust 
or estate that he is administering. The 
burden of loyalty in such cases must 
always lean heavily on the side of the 
fiduciary estate. 


The phrase “Self-Dealing” is employed 
by some in an even more limited con- 
cept. Thus Professor Scott, in his out- 
standing work on the law of trusts, 
seems to suggest that the conflict of 
loyalties must reach a certain stage of 
intensity before it can be called “Self- 
Dealing,” and at the same time he 
does not limit “Self-Dealing” to situa- 
tions where there is subjective bad faith. 
“Self-Dealing” has, to many persons, a 
connotation of bad faith. That connota- 
tion is not necessarily correct. The Court 
of Appeals has said — 

“The prohibition against Self-Deal- 
ing or mingling of funds by a trustee 
does not depend upon any question of 
fraud but is made absolute to avoid 
the possibility of fraud and to avoid 
the temptation of self interest.” 
Matter of Ryan, 291 N.Y. 376, 405 
(1943). 

The same basic principles apply in 
questions of “divided loyalties” as ap- 
ply in questions involving “self-dealing.” 
However they are not necessarily con- 
fined to actual transactions but may 
more often arise out of a course of 
conduct or the results that flow from 
the inherent relationship between a fi- 
duciary and his trust that involve no 
actual business transaction. It is the 
undoubted duty of the trustee to see 
that the trust estate and its benefici- 
aries “come first” and that without any 


From an address before The Banking Law Sec- 
tion, New York State Bar Assn., Jan. 27, 1955. 
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regard to any personal interests that 
the trustee may have in the situation, 
conflicting or otherwise. 


It has been my experience, and that 
of many of my colleagues, that the 
corporate trustee is often held to a 
higher standard of conduct than is the 
individual trustee. I once asked a dis- 
tinguished Surrogate why this was so. 
He replied “All you have to do is read 
the advertisements and literature of 
banks and trust companies. They pro- 
claim from the housetops that they and 
they alone know all there is to know as 
to the administration of estates and 
trusts. That being so there can be no 
excuse for them if they make mistakes.” 


The most obvious way for a fiduciary 
to risk violating his duty of loyalty is 
to sell property to, or buy it from, the 
trust. The number of cases, however, 
where corporate trustees in New York 
sold their own mortgages to trust funds 
and have been held liable for it is 
astonishing. In re Long Island Loan & 
Trust Co., 87 N.Y. Supp. 65, 92 App. 
Div. 1 (2d Dep’t 1904), Affd, 179 N.Y. 
520 (1904) ; Matter of Roche, 245 App. 
Div. 192 (4th Dep’t 1935). In a case 
where a trustee purchased land left in 
trust for a price fixed by independent 
appraisal, the Court stated flatly that 
despite the fairness of the transaction, 
but for the consent of the beneficiary, 
it would have invalidated the transac- 
tion as improper. Ungrich v. Ungrich, 
131 App. Div. 24 (1st Dep’t 1909). 


Similarly where trustees organized a 
corporation for the purchase of a busi- 
ness carried on by the decedent, the 
purchase of shares by the trustees for 
their own use was invalidated without 
regard to whether or not the considera- 
tion was fair; regardless of the fact that 
the transaction was in good faith, and 
the purchase was the best method of 
preserving the decedent’s business. New 
York Personal Property Law § 21.2 
forbids a trustee to purchase securities 
from himself for a fund held pursuant 


to a fiduciary relation, and Section 
100-b of the Banking Law provides that f 
“no corporate fiduciary shall purchase f 
securities from itself.” These statutes P 
seem merely to define and reinforce a f 
result clearly established by the com- f 
mon law. | 


What if the purchase is from a com. 
pany controlled by the trustee as in a 
case where the trustee purchased se- 
curities for the trust fund from a se- 
curities corporation that had _ been 
formed pursuant to a resolution af its 
board of directors, and which was 
owned by its shareholders, and the di- 
rectors of the corporate trustee were 
the voting trustees of the voting trust, 
formed for the benefit of these share- 
holders? In an action for an accounting 
the trustee was surcharged for the dim- 
inished value of the securities up to the 
full purchase price, on the ground that 
it was self-dealing to place itself in a 
position where its interests might con- 
flict with those of the beneficiary. The 
Court reached its decision despite the 
facts that there was no evidence of any 
unfairness in the transaction; no direct 
benefits would accrue to the trustee 
through profits made by the securities 
corporation and no loss to the securi- 
ties corporation would affect the trustee 
directly. Albright v. Jefferson County 
National Bank, 292 N.Y. 31 (1944). 


Where a trustee purchased property 
at a mortgage foreclosure for itself 
which was not a part of the trust estate, 
but nevertheless in fact affected the 
trust fund because the fund was obli- 
gated to pay any deficiency on the mort- 
gage in question, the transaction was 
held improper. Fulton v. Whitney, 66 
N.Y. 548, 556 (1876). 


While a trust company can no longer* 
buy a mortgage and sell participations 
to its trust funds, can it distribute other 
types of large investment participations 
to its trust funds? For instance, a bank 


*See New York Banking Law § 100-b(2). 
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STATES 


may purchase an interest in a condi- 
tional sale transaction. Two questions 
are raised by such a situation. First, 
is the investment sufficiently close to a 
“note and mortgage” to run afoul of 
the statute? Second, even if the statute 
does not cover the investment so allo- 
cated, does the transaction breach the 
common law duty imposed on the fidu- 
ciary on the ground that it is a sale 
of a trustee’s property to the trust? 
Where the purchase is made in the 
trustee’s name with the trustee’s funds 
some time before the certificates are 
sold to the trust, a definite self-dealing 


problem is raised. 


The problem is difficult because it is 
hard to see how the original purchase 
of any large investment can be made 
except by the trustee which gives the 
purchase a semblance of being for the 
trustee’s own account. Yet to disallow 
such allocation, just because of this, 
would seem unsound and impractical. 
If the trustee bought the investment for 
a specific purpose of assigning it to a 
trust or allocating it among a group 
of trusts and made a clear record to 
that effect at the time of purchase and 
did so without profit to itself, there is 
little risk of a charge of self-dealing. It 
has been held that a transaction wherein 
the trustee advanced his own money to 
the trust to purchase an investment and 
then transferred it to the trust as soon 
as trust funds were available is not 
objectionable as self-dealing. In re Bo- 
gert's Estate, 24 N.Y.S. 2d 533 (Surr. 
Ct. Kings Co. 1940). Wisdom would 
seem to dictate that careful and appro- 
priate records be made as to the trus- 
tee’s intention at the time of purchase, 
and the facts of the allocation be care- 
fully recorded. After all, trustees have 
to do business for their trusts and there 
must be a reasonableness in the appli- 
cation of the restrictions placed upon 
them. 


In Matter of Lincoln Rochester Trust 
Company, 201 Misc. 1008 (Surr. Ct. 
Monroe Co. 1952), a special guardian 
claimed that the right to commingle the 
underlying trust moneys in a common 
trust fund, and the delays permitted in 
the plan with respect to withdrawal 
thereof, and the three year periods in- 
tervening between accountings after the 
first one, amounted “to an authorization 
of self-dealing and of taking property 
without due process of law.” The Sur- 
rogate overruled the objection, I cite 
the case only to show that the rule 
against self-dealing is often carried to 
irrational extremes and is always a con- 


Marcy 1955 


stant danger to the trustee in spite of 
the most zealous and careful admini- 
strative procedure. 


Suppose a trustee that owns a large 
business that needs a bank loan, or the 
assets of the estate are such that a loan 
is needed to pay taxes promptly. I be- 
lieve that the trustee can with safety 
make a loan from itself to the estate or 
to the business corporation under ap- 
propriate circumstances. Where an es- 
tate owned 75% of the stock of a corpo- 
ration which customarily did its bank- 
ing business with the corporate execu- 
tor, I advised the bank to make the 
loan to the corporation, but at a rate 


of interest on the most favorable basis 
of any loan of a similar type to any of 
its customers. The transaction was sub- 
sequently approved on accounting. Any 
other bank would have gladly made the 
loan. The mere fact that the corporate 
executor was acting as such, should not 
preclude it from normal acts of business 
where it in no way overreaches in the 
transaction but on the other hand leans 
over backward. 


At one time it was challenged, but 
it is now settled law, that a trustee may 
advance or lend his personal funds 
for the purpose of discharging obliga- 
tions properly incurred by him in the 
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On April 18, 1908, President 
Shandon Roosevelt’s “White 


Messengers of Peace’’—a white- 
painted fleet including 16 battle- 


ships — dropped anchor at Santa 
Monica, Ssdadh San Pedro and 
Long Beach on a round-the-world 
tour. In that year this Bank had 
been conducting a Trust Service 


for Southern Californians for half 


a decade. 
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CAME TO SOUTHERN CALIFORNIA... 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 
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administration of the trust and is then 
entitled to reimbursement from the trust 
fund for the amount so advanced. The 
trustee may also be entitled to interest 
on such advance and it has been held 
that such self-dealing is not improper 
provided the advancements were neces- 
sary and did not constitute a forced 
loan. Of course, if the trust had ample 
funds to defray such obligations no in- 
terest could be allowed the trustee. See 
Matter of Collins, 158 Misc. 798, 286 
N.Y. Supp. 506 (Surr. Ct. Kings Co. 
1936). 


Nevertheless, the courts scrutinize 
most carefully any transactions that 
ever so slightly indicate any form of 
benefit to a trustee. An oft-cited case is 
Carrier v. Carrier, 226 N.Y. 114, 125- 
126 (1919). The Cannon case, 291 N.Y. 
125 (1943), involving the ownership 
of the corporate trustee’s own stock in 
the trust fund, and the many later de- 
cisions which clarified and limited its 
scope, point out the seriousness with 
which the courts entertain all questions 
involving conflicts of loyalties between 
the trustee and the trust itself. 


Common and Pension Trusts 


A few weeks ago a New York bank 
consulted me in regard to setting up a 
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. complete banking and fiduciary 
facilities 


... over 30 years successful trust 
operations 


. . . Capital funds over $13,000,000 
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common trust fund. It had a number of 
small trusts that were suitable for in- 
vestment in a common fund. To sell the 
securities and reinvest in the common 
fund would result in a substantial capi- 
tal gains tax in many cases. On the 
other hand it was advantageous to the 
bank from an operating point of view 
to put these little trusts in a common 
fund. The bank concluded that it was 
not advantageous to the trusts to pay 
a capital gains tax at this time, and 
against its own interest and despite 
higher operating costs it decided not to 
put the small trusts into the common 
trust fund. I believe that it followed the 
only right and safe course of conduct. 


A question in which divided loyalty 
might be implied recently arose where 
a large trust company, acting as trustee 
of a pension trust, had an ordinary bank 
loan of some millions of dollars to the 
corporation. It was proposed to the bank 
by the corporation that it would pay off 
the bank loan by the issuance of a 
bond issue which, in turn, was to be 
taken by the pension trust as an invest- 
ment. Certainly if the bank was desir- 
ous of calling the loan it would hardly 
seem proper that it should turn around 
and invest funds of the pension trust in 
the bond issue, thereby relieving itself 
of any liability on account of the loan 
and passing the liability on to the pen- 
sion trust. On the other hand, if the 
bank was still willing to continue the 
same line of credit to the corporation 
after the issuance of the bond issue, a 
different conclusion might well result. 





I suppose lawyers would differ to a 
considerable degree in their opinions as 
to what should be done. 


Defenses 


In the past many defenses to charges 
of divided loyalty which trustees and 
their counsel thought plausible were ad. 
vanced with an astounding lack of suc. 
cess and I have no reason to believe 
that the future will create any new trend. 


A beneficiary who consents to, or 
subsequently affirms, a transaction is 
precluded from surcharging the trus- 
tee, if the beneficiary is sui juris, has 
full knowledge of the facts and of his 
legal rights and if the consent was 
not improperly induced. Mere failure 
to object is not consent, though receipt 
of benefits flowing from the trustee’s 
activity with full knowledge will operate 
in some instances as a defense. But 
since consent of one beneficiary will 
not bar others, and since the consent of 
the settlor will not bar suit by benefi- 
ciaries, at least where he has not re- 
served the right to amend or revoke 
the trust, a trustee, in order to be safe, 
must obtain the consent of all the par- 
ties interested in the trust. Where a 
trust benefits persons unborn or ascer- 
tained this is not possible. Actually I 
have never thought very much of the 
practice of obtaining approval by bene- 
ficiaries of contemplated action by a 
trustee. It would undermine my confi- 
dence in a trustee if he was continually 
running to me as a beneficiary for my 
consent to a transaction. It is a prac- 
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tice which should be used only under 
unusual circumstances. 


Fairness and reasonableness of the 
transaction may or may not be a de- 
fense depending on the facts of the case. 
This is true even if the trustee’s action 
at the time it occurred seemed to be 
the only way of preserving the trust 
fund from loss. Such a situation might 
arise Where a trustee or executor is the 
only person willing to buy a certain 
piece of trust property and the sale 
would materially aid in achieving the 
objects of the trust. To disallow such a 
sale at such a time may seem overly 
rigid, since the purpose of the trust is 
being thwarted and there might well be 
no question of bad faith involved. For- 
tunately, there is a method of arrang- 
ing such a transaction so that the trus- 
tee is protected—he can apply to and 
receive the permission of a court to 
undertake the transaction. 


An appropriate exculpatory provision 
may be a defense, although the ques- 
tion is hedged around with enough 
doubts to render complete reliance on 
such provisions unwise. Such a clause 
must be distinguished from a clause 
giving the trustee broad investment 
powers, since exculpation does not 
broaden his powers. A common excul- 
patory clause may purport to absolve 
the trustee from liability “except for 
his willful default or gross negligence.” 

Such a clause raises nice problems. 
Is breach of the duty of loyalty within 
the scope of the exculpatory provision 
at all, since such a provision may be 
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deemed to be intended to exclude only 
violations of the duty of due care?* 
Would a clause saving a fiduciary from 
liability for investments made that were 
acceptable to the life beneficiary be 
deemed to include self-dealing invest- 
ments? There is a good deal of doubt 
about this. The strictness with which 
exculpatory provisions are customarily 
read is relevant here. The courts are 
continually and rightly whittling down 
the effect of exculpatory provisions. I 
think that most exculpatory clauses are 
a snare and a delusion. It is clear that 
the law “determines a point beyond 
which the parties cannot agree to re- 
lieve a trustee from liability for breach 
of a trust duty.” See Browning v. Fidel- 
ity Trust Company, 250 Fed. 321, 325, 
(3d Cir. 1918), cert. denied 248 U.S. 
564 (1918). The obligation of loyalty 
is fundamental to the whole relation- 
ship of trustee-beneficiary, and nothing 
can or should be allowed to detract 
from it. 


A flat exculpation clause allowing the 
purchase of investments through an 
affiliated company has been held effec- 
tive in New York, Wolfer v. National 
City Bank of New York, 189 Misc. 711, 
68 N.Y.S. 2d 212 (Sup. Ct. N.Y. Co. 
1947), but the court stressed that no 
covenant of immunity could be drawn 
to protect a fiduciary acting in bad 


faith. 


*Of course, insofar as the provision attempts to 
exculpate lack of due care it contravenes, if the 
fiduciary is an executor or testamentary trustee, 
N. Y. Decedent Estate Law, § 125.1, which pro- 
vides that such a provision shall be deemed to be 
against public policy. 
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I cannot pretend to have covered with 
any adequacy the whole question of ° 
self-dealing and divided loyalty. One 
of the bright young men in my office 
who helped me get some of this mate- 
rial together told me there were over 
one thousand reported cases on the sub- 
ject. I hope he has read them all; I have 
not. Nevertheless, the cases are legion, 
and undoubtedly go far to make up a 
great part of the body of the law on 
the administration of estates and trusts. 


Most of you, by your membership in 
this division of the State Bar Associa- 
tion, indicate that you have been active 
in this field for many years, and the 
experience you have gained has taught 
you to sense instinctively what you can 
and cannot do and what you should 
and should not do. You must be intui- 
tive as well as legal in your approach 
to the problem and, in doing so, you 
must exercise that “punctilio of an 
honor the most sensitive” that Judge 
Cardozo so clearly defined.* 


*Meinhard v. Salmon, 249 N.Y. 458, 464 (1928). 
A & fb 


@ James M. Trenary, vice president of 
United States Trust Co. of New York, 
was elected chairman of the Banking 
Law Section of the New York State Bar 
Association at its recent annual meeting. 
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TATES 


| revocable without the 
| “beneficiary.” 


Non-Grantors 
(Continued from page 198) 


children. The trust could be revoked by 


the wife with the consent of the hus- 


band. The Commissioner sought to tax 
the income of the trust to the divorced 
wife on the ground that the trust was 
consent of a 
It was held that the 
former husband was to be deemed a 
“beneficiary” under the section. This 


' case may be discounted because it 


really turned on what later came to be 
known as “adverse interest.”** 


The foregoing cases at most form the 
basis for adverse inferences and argu- 


' ments of more or less cogency. But the 


fact is that there is not a single re- 


| ported case in which the non-grantor 


was held taxable under the 1939 Code 
simply because of the support feature. 
In a field where the opportunities of 
the Commissioner to assert tax liability 
were legion, this strongly confirms the 
conclusion that non-grantors were not 
taxable. 


Non-Grantors under 1954 Code 


In the 1954 Code Congress sought to 
codify to a large extent the body of 
law which we have discussed. It dealt 
with the question of support trusts set 
up by third parties in section 678.75 


In the section in subpart E entitled, 
“Grantors and Others Treated As Sub- 


stantial Owners.” the Senate Committee 


report states at pages 364-5: 


“Subpart E contains the provisions 
for taxing to the grantor the income 
of a trust over which. he has retained 
substantial dominion and eontrol. 

aK * % 


“There is also included in this sub- 
part (sec. 678) provision for taxing 
income of a trust to a person other 
than the grantor where there is vested 
in such person (rather than in the 


— 


*Compare Freda R. Caspersen, 40 B.T.A. 759 
(1989), rev’d on other grounds, 119 F. (2d) 94 
(C.A. 3d 1941), and Raoul H. Fleishmann, 40 
B.T.A. 672, 684 (1939). It is interesting to observe 
that the Board of Tax Appeals on the same day 
decided Allison L. S. Stern, supra, note 12, and 
Freda R. Caspersen, supra. Apparently the Board 
did not regard the creation of an adverse interest 
under section 167 as making the holder of such in- 
— a “beneficiary” of the trust under section 
62. 





“Section 678 of the Code provides: 


“(a) GENERAL RULE.—A person other than 
the grantor shall be treated as the owner of any 
Dortion of a trust with respect to which: 


(1) such person has a power exercisable 
solely by himself to vest the corpus or the in- 
come therefrom in himself, ***. 


_“(c) OBLIGATIONS OF SUPPORT.—Subsec- 
tion (a) shall not apply to a power which enables 
such person, in the capacity of trustee or co-trus- 
tee, merely to apply the income of the trust to the 
Support or maintenance of a person whom the 
holder of the power is obligated to support or 
Maintain except to the extent that such income is 
80 applied, ***” 


Marcu 1955 


grantor) the power to vest the corpus 
or income in himself. This adopts the 
doctrine of such cases as Richardson 
v. Commissioner (121 F. (2d) 1) and 
Mallinckrodt v. Nunan (146 F. (2d) 
1), now set forth in the regulations 
under section 22(a). 
* * * 

“Tt is also provided in this section 
[671] that no items of a trust shall 
be included in computing the income 
or credits of the grantor (or another 
person) solely on the grounds of his 
dominion and control over the trust 
under the provisions of section 61 
(corresponding to sec. 22(a) of ex- 
isting law). The effect of this pro- 
vision is to insure that taxability of 
Clifford type trusts shall be governed 
solely by this subpart. However, this 
provision does not affect the princi- 
ples governing the taxability of in- 
come to a grantor or assignor other 
than by reason of his dominion and 
control over the trust.” 


It is thus apparent that these sections 
approach the problem solely from the 
viewpoint of dominion and control, i.e., 
power over the income or corpus. 


A Misconception 


Section 678(a) imposes tax only when 
a person other than the grantor?® has 
“a power exercisable solely by himself” 
to vest the income in himself.?’ If he 
has such a power, he is taxable on the 
income, whether or not he elects to 
take it. It seems to have been assumed 
by the draftsman of this section that, 
if a person had a “sole” power under 
a trust set up by a third party to use 
the income for the support of his legal 
dependent, he was taxable thereon.?* 
This assumption is a misconception of 
prior law, and results from confusing 
the tax liability of a grantor with that 
of a non-grantor. Because of this con- 
fusion, the Senate Committee Report 
erroneously described 678(c) as a lib- 
eralizing amendment, saying (at page 


371): 


The precise phraseology of section 678 as well 
as of Subpart E as a whole raises doubt as to 
whether it can ever apply to a testamentary trust 
as distinguished from an inter vivos trust. In a 
testamentary trust there is, strictly speaking, no 
grantor at all. The wording of section 678, “‘person 
other than the grantor,” seems to apply only to 
trusts in which there is a grantor, which would 
only be inter vivos trusts. If so, it would be more 
limited than was section 22(a). Grant v. Comm., 
174 F. (2d) 891 (C.A. 5th, 1949). 


27We shall call a power exercisable solely by the 
non-grantor a “sole’’ power. 


The reasoning seems to be that a person who 
receives the income of a trust is taxable thereon 
and, if the income is used to discharge his legal 
obligation, it is as if he received the income and 
himself applied it to discharge his obligation. Cf. 
Douglas v. Willcuts, supra, note 2. Therefore, it is 
argued, if he has the power to use the trust income 
in his sole discretion to discharge his obligation, 
he should be taxable thereon whether or not he 
uses it. Cf. Helvering v. Stuart, supra, note 5. 
From this point of view, section 678(c), making 
the non-grantor taxable only on income actually 
used for support, would be a liberalizing amend- 
ment. 
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“A liberalizing provision is provided 
under which a person will not be 
taxed on income by reason of a power 
vested in him as trustee to apply such 
income to the support or maintenance 
of his dependents, except to the extent 
that the income is so applied. This 
provision is consistent with section 
167(c) of existing law (section 677 (b) 
of the new code) relating to equiva- 
lent powers held by the grantor.” 


However, under the prior law, the 
non-grantor was not taxable. Subsec- 
tion (c) of 678 was borrowed, as the 
Report shows, from section 167(c) 
where it appeared in a completely dif- 
ferent context, namely, a context where 
it had been held that the grantor was 
taxable on the entire income whether 
or not it was distributed, so that the 
effect of 167(c) was to cut down the 
grantor’s tax liability. 


When the same provision is added to 
the law in a context of non-taxability of 
non-grantors, the results are bizarre. As- 
suming that the general law still remains 
that a non-grantor is not taxable on the 
income of a support trust, then: 


(a) If the non-grantor is not a 
trustee, he remains not taxable, even 
though the income is mandatorily or, 
in the discretion of trustees, to be used 
for the support of his dependents: 


(b) If the non-grantor is one of two 
or more trustees who may in their joint 
discretion use the income for the sup- 
port of his dependents, he would pre- 
sumably not be taxable if the income 
was not actually used for support.?° 


(c) This same result would still seem 
to follow, even though the trustees 
should exercise their discretion to apply 
the trust income for the dependents’ 
support since the grantor did not have 
a “sole” power ;%° 


(d) If the non-grantor is the sole 
trustee and the trust provides for the 
mandatory use of the increase for his 
dependent’s support, perhaps the same 
result would follow since in ordinary 
legal parlance he does not possess a 
“power” and arguably no action on his 
part can affect the use of the income 


2°Subsection (c) of section 678. 


S°Subsection (c) of section 668 does not purport 
to impose tax liability. Tax liability is imposed by 
subsection (a) and only where there is a “‘sole’’ 
power. Subsection (c) is an exception to subsec- 
tion (a) and purports to reduce the scope of tax- 
ability under subsection (a). The “except” clause 
of subsection (c) is a counter exception to the 
general exception in subsection (c). If the counter 
exception is operative, it makes the main exception 
inoperative, but taxability would still seem to turn 
solely on subsection (a). In this context, the 
phrase ‘‘as co-trustee’”’ appearing in the first sec- 
tion of subsection (c) must describe a case in 
which a person is a co-trustee, but has the “sole’”’ 
power, regardless of the concurrence of his co- 
trustee, to apply the income for the support of his 
dependent. 


for support; on the contrary, it is the 
terms of the trust instrument which re. 
quire the application for support; never. 
theless as the trustee can and must use 
the income for support, there is consider. 
able doubt in this situation ;*+ 


(e) Where the non-grantor is not 
an express trustee but the trust deed 
gives him the right to direct the use 
of the income for the support of his 
dependents, the court decisions inter. 
preting section 167(c) give rise to 
curious problems. Even if it were as. 
sumed that he holds such power in a 
fiduciary capacity, he would still not be 
an express trustee and, under the Hop. 
kins case,** he would not fall within the 
category of a person acting “in the 
capacity of trustee or co-trustee.” A like 
holding under section 678 would make 
subdivision (c) entirely inapplicable 
and result in taxability to the non- 
grantor of the entire income under sub- 
section (a) whether or not it was act: 
ually used for support. 


If the use of the income by the non- 
grantor for his dependent’s support is 
mandatory, conceivably taxability might 
be avoided on the basis discussed un- 


der (d). 


If the non-grantor’s power to use the 
income for support is discretionary, tax 
liability would turn on whether a fidu- 
ciary power falls under subsection (a) 
of section 678. The Senate Committee 
Report indicates at page 366, in the 
discussion of definitions under section 
672(d), that “the fact that a power is 
held in the capacity of trustee is not 
material except where expressly or im- 
pliedly stated as in sections 674(d) and 
675(4).” Nevertheless, there is no pro- 
vision of the Code which expressly en- 
acts this principle and the case law 
under the 1939 Code was largely to the 
contrary. With respect to express trust 
powers (as distinguished from innom- 
inate fiduciary powers), the inference is 
clear from subsection (c) of section 
678 that a trust power may under sub- 
division (a) be a taxable power. Never- 
theless, it is arguable that a fiduciary 
power does not exist unless the requisite 
facts warranting its exercise exist dur- 
ing the taxable year.** However, the 


31[In such a case, the non-grantor has a duty to 
use the income for support. The whole wording 
of subsection (a) seems to be concerned with sit 
uations where the non-grantor has a legal “pow: 
er’, i.e., is free to take or not take the income, 4 
he pleases. 


32Supra, note 6. 


83Sidney Nathan, T.C.M. (C.C.H.), 45, 57; Law- 
rence D. Buhl, 3 T.C.M. (C.C.H.) 1250; Robert P. 
Scherer, 3 T.C. 776, 798. Cf. the following estate 
tax cases: Jennings v. Smith, 161 F. (2d) 7 
(C.A. 1947); Robert W. Wier, 17 T.C. 409 (1951); 
Estate of C. Dudley Wilson, 13 T.C. 869 (1949)- 
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burden of proof may rest on the tax- 
payer to establish the non-existence of 
these circumstances. 


(f) If the trust mandatorily directs 
the trustees to pay the income to the 
non-grantor for the support of his de- 
pendents, his taxability would turn on 
the considerations above discussed. If, 
however, it is discretionary with the 
trustees to pay the income to him, it is 
clear that in any year in which the in- 
come was not paid to him, he is not 
taxable, because he would not have a 
“sole” power to apply it for support. 
In any year in which the income is paid 
over to him by the trustees to be applied 
for support. there is a real risk that 
the non-grantor would be _ taxable 
whether or not he uses it for support 
because, once the money is placed in 
his hands, he has a “sole” power to 
apply it for his dependent’s support. He 
could thus be taxed on it whether or 
not he used it for support. Such was the 
decision with respect to grantors under 
section 167(c) .34 


What To Do? 


Considering these results it would be 
well to have as trustees persons other 
than the non-grantor and to have the 
trustees directly apply the income for 
support without the non-grantor’s in- 
tervention. 


Such results raise the question of 
whether it can be maintained that by 
implication the pre-existing law has been 
changed and non-grantors have been 
made generally taxable on the income 
of support trusts regardless of whether 
or not they are trustees. There is little, 
however, to commend a finding of im- 
plied amendment on the basis of legis- 
lative errors and misconceptions. It 
would be most unfair to taxpayers to 
hold that the law has been tacitly 
changed, particularly where Congress 
stated expressly that it intended to liber- 
alize the law in favor of taxpayers. It 
is by no means clear that if Congress 
had understood the preexisting law, it 
would have adopted subdivision (c) of 
section 678. It is even less clear that 
Congress would have changed the pre- 
existing law and made non-grantors tax- 
able, if its attention had been clearly 
drawn to the problem. 


The social considerations for imposing 
tax on the non-grantor are obscure. The 
courts. have generally felt that non- 
grantors should not be taxable. Is a non- 
grantor to be liable because he may, in 
a certain sense, be held to benefit from 
the support of the dependent? The fact 





“Supra, note 6. 
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situations in which this problem arises 
vary. The facts in the Stern®® and 
Joseph*® cases were very strong for non- 
taxability. Matter of Gatehouse*" sug- 
gests another situation strongly favoring 
non-taxability. Assume the remarriage of 
a widow who is the beneficiary of a 
support trust set up in the will of her 


deceased husband. Is her second husband 


to be held taxable on the income of the 
trust, because he is primarily liable for 
the support of his wife? 


As the law stands today, the non- 
grantor cannot be certain of his tax 
position. Clearly, as long as he is a 
trustee, he is on dangerous ground and 
should resign at once. Where he is not 
a trustee, it would be best for the trustee 
to apply the income directly for the 
support of the dependent and not to turn 
the money over to the non-grantor for 
such purpose, even though so authorized 
by the instrument. 


Secondary Limitations on Non- 
Grantor’s Liability 


If taxability were imposed on a non- 
grantor, it would rest on his obligation 
under state law to support his depen- 
dent.*® The taxpayer’s liability should 
not logically extend beyond the bounds 
of his legal obligation.*® Thus, if we 
should assume that, as a matter of state 
law, the limit of the taxpayer’s obliga- 
tion for support is X dollars, then 
logically only X dollars of the income 
of the support trust could be taxed to 
him. Income in excess of such amount, 
even if used for the support of the de- 
pendent, would not be discharging the 
taxpayer's legal obligation. 


The trouble is that the monetary ex- 
tent of the duty to support is usually 
vague and indefinite. The courts, how- 
ever, have generally found against the 
grantor, on the theory that he had set 
up the trust for the support of his de- 
pendent and was presumably the best 
judge of the extent of his obligation of 
support, so that unless he established 
that his legal obligation was less, he was 
taxable on the entire income.*® What- 


SSupra, note 12. 
8Supra, note 13. 
87149 Misc. 648 (Surr. 1933). 


28In New York, a father has been held entitled 
to reimbursement from trusts set up by third par- 
ties for the support of his children. Freeman v. 
Coit, 27 Hun. 447, Gen. T. (1882), affirmed on 
other grounds, 96 N.Y. 63 (1884); Matter of Cohn, 
153 Mise. 757 (Surr. 1934); Matter of Gatehouse, 
supra, note 37. See Manning v. Sheehan, 75 Misc. 
374 (Sup. Ct., Monroe County, 1912). 

2Cushman v. Comm., supra, note 20; Hopkins v. 
Comm., supra, note 6. Cf. Eva V. Townsend, 5 
T.C. 1880 (1945). 

4oHelvering v. Schweitzer, 75 F. (2d) 702 (C.A. 
7th, 1985), reversed on other grounds, supra, note 
8; Helvering v. Stuart, supra, note 5, in the Court 
of Appeals, 124 F. (2d) at 780; Comm. v. Gros- 
venor, supra, note 21. 
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ever may be the merit of this reasoning 
as applied to grantors, it has no rational 
application to non-grantors, who cannot 
logically be charged with having by his 
own act measured the legal obligation. 


The courts have been divided in their 
opinions in somewhat cognate situations. 
In the Stix case,*! the court imposed 
upon the non-grantor the burden of 
proving the extent of his legal obligation 
of support. The case is distinguishable 
because there the court found that the 
non-grantor was presumably beneficially 
entitled to all the income and to avoid 


“Supra, note 18. 


taxability he had to show that the dis- 
tributions made to the child did not 
redound to his (the father’s) benefit, 
by way of discharging his duty of sup- 
port. 

A similar approach is evidenced in 
Eleanore M. Funk,*? where trusts were 
set up by the husband with the wife as 
trustee, under which, as trustee, she was 
empowered to distribute the income to 
herself or her husband according to their 
needs, the balance to be accumulated for 
others. In sustaining the tax to the wife 
on the entire income, the Tax Court said: 


4214 T.C. 198, rev’d. 185 F. (2d) 127 (C.A. 8rd, 
1950). 
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“There is no evidence in this pro- 
ceeding regarding the ‘necessities’ of 
the petitioner’s husband, Wilfred J, 
Funk, as compared with the ‘necessi- 
ties’ of the petitioner, upon which any 
conclusion can be made as to ‘the 
minimum which a court would have 
compelled’ her (to give) to her hus- 
band under the trusts. Lacking such 
evidence, the petitioner has failed to 
prove what amount of income of the 
trusts, if any, was not within her 
absolute control. Stix v. Commissioner, 
supra.” 


The Third Circuit reversed, without 
discussing this question, on the ground 
that the fiduciary standard of “necessi- 
ties” itself prevented the application of 
the Mallinckrodt doctrine. 


The fact situation in these cases is 
somewhat less favorable to the non- 
grantor than that under consideration, 
as, in these cases, the non-grantor had 
an interest in the income not distributed 
to others. On the other hand, in the 
typical support trust, the non-grantor 
has no legal interest in the income. ex- 
cept as it is used to discharge his legal 
obligation of support. 


It must be faced, however, that once 
the Commissioner has made a determina- 
tion as to the extent of the taxpayer's 
legal obligation, the burden of proof is 
upon the taxpayer to show error. Unless 
the courts approach the specific problem 
under consideration from the viewpoint 
of the Third Circuit in the Funk case, 
the non-grantor may well experience 
burden of proof difficulties. 


The unintentional complexities intro- 
duced by Congress into the law concern- 
ing the taxability of a person other than 
the grantor on the income of a support 
trust are such that only further legisla- 
tion can correct the unfortunate situ- 
ation. In the meantime, attorneys and 
others confronted with this problem 
would do well to take such steps as are 
possible under existing law to reduce 
the non-grantor’s tax exposure. 


A A A 


Pennsylvania Trust Assets 
Top $4 Billion 

Trust funds under administration by 
state banks and trust companies of 
Pennsylvania at the 1954 year-end ex- 
ceeded four billion dollars for the first 
time, according to the recently issued 
report of the Pennsylvania Department 
of Banking. Trust funds are listed at 
$4,029,332,340, a gain of 4.6% over 
the previous year-end. Corporate trusts 
were given as $4,304,232,171 as of 
December 31, 1954, a rise of 11% from 
the 1953 figure. 
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SINCLAIR-MURRAY CAPITAL CHANGE 


When capital changes affect income from an invest- 
ment portfolio—how can the Tax Man get the facts and 
information needed for correctly computing gain and 
loss for federal income tax purposes? 


For more than two decades top tax specialists have 
turned to the authoritative pages of SINCLAIR-MURRAY 
CAPITAL CHANGES REPORTS for this kind of data. In 
its three encyclopedic loose leaf Volumes the complete 
capital changes histories of over 12,000 corporations 
are set forth and kept continually up to date through 
fast, regular loose leaf ‘‘Reports.”’ 


Included in its comprehensive coverage of this field 
are full details on the federal tax aspects of stock 
rights, stock dividends, liquidating distributions, ex- 
changes in reorganizations, dividends on preferred 


* Sinclair, Murray & Co., Inc., is a wholly owned 
subsidiary of Commerce Clearing House, Inc. 


stock redemptions, nontaxable and capital-gains cash 
dividends, interest on bonds ‘“‘traded flat,’ amortizable 
premium on convertible bonds, and the like. 


Then, too, there is everything needed in handling the 
federal tax problems peculiar to taking deductions on 
worthless securities, war casualty losses and recoveries, 
and the dividends received credit for corporate holders 
of certain public utilities stocks. 


Not a statistical service, not a financial advisory serv- 
ice—these fill their own place in reporting financial 
events. SINCLAIR-MURRAY CAPITAL CHANGES RE- 
PORTS is concerned not with reporting financial events 
as such, but is exclusively concerned with reporting in- 
stead how certain financial events affect the tax picture 
of the security holder. 

RCE: CLEARING; House, Inc.. 
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UCC 
1954 Annual Report Summary" 





CONDENSED INCOME STATEMENT 


Cost of Goods Sold, Selling, General, and 
NON NRE 5 6c k sin nb wien Whe ew neces 


Depreciation and Amortization 

en ee a ar 
Net Income Before Federal Income Taxes and Renegotiation. . . . 
Provision for Federal Income Taxes and Renegotiation........ 
Net Income 

Net Income per Share 


Dividends Paid 


Assets 

Total Current Assets 
Fixed Assets After Accumulated Depreciation and Amortization 
Investments in Affiliates and Foreign Subsidiaries......... 
Deferred Charges 

Patents, Trade-Marks, and Goodwill 


CONDENSED BALANCE SHEET 


1954 


$923,693,379 


946,174,299 


668,418,442 
93,712,849 
11,913,750 

172,129,258 
82,349,987 
89,779,271 

3.10 
72,381,985 


$553,594,053 
675,518,610 
15,862,794 
6,660,502 

1 


1953 


$1,025,833,041 


1,048,157,344 


733,528,658 
75,351,702 
11,517,083 

297,759,901 

124,976,459 

102,783,442 


$510,399,171 
658,392,229 
15,699,522 
6,101,408 

1 





$1,251,635,960 


$1,190,592,331 








Liabilities 

I NSE ET I OS eee 

2.70% Promissory Notes 

i i on aos ec sees bw da de hae ee ee A 

Reserve for Contingencies 

Capital Stock— 

28,388,894 shares (28,320,919 shares in 1953) 
563,900 shares (631,875 shares in 1953) held by the 

Corporation as collateral under the Stock Pur- 
chase Plan for Employees.................. 


$156,946,120 
120,000,000 
300,000,000 


212,662,021 


23,775,439 


$207,130,929 
130,000,000 
200,000,000 
6,381,098 


210,173,350 


26,264,110 





28,952,794 shares 
Less present amount of Agreements......... 


236,437,460 
23,419,484 


236,437,460 
25,966,255 





213,017,976 


210,471,205 





461,671,864 





436,609,099 


n= © f® 


as ms 2. fa. OlhCUe 





$1,251,635,960 $1,190,592,331 

















*Copies of the complete 1954 Annual Report of Union Carbide and 
Carbon Corporation will be furnished on request. Included with the 
report is an illustrated booklet that describes the Corporation’s products 
—Alloys, Carbons, Gases, Chemicals, and Plastics—and how they 
are produced from nature’s raw materials. For copies of the report 
and booklet, please write to the Secretary, Union Carbide and 
Carbon Corporation, 30 East 42nd Street, New York 17, N. Y. 


UCC’s Trade-marked Products include- 
BAKELITE, VinyLiTe, and Krene Plastics « Dynel Textile Fibers +* Pyrorax Gas + AcHESON Electrodes ¢ Linpg Oxygen 
Evereapy Flashlights and Batteries « Unton Carbide + Luinpe Silicones + Prestone Anti-Freeze + Nationat Carbons 
SyNTHETIC ORGANIC CHEMICALS ¢ Evectromet Alloys and Metals e¢ Haynes Sreiiite Alloys ¢ Prest-O-Lire Acetylene 
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Commissioner Retreats on 
Termination 








HE INTERNAL REVENUE SERVICE HAS 
ie Rev. Rul. 55-60 (I.R.B. No. 6, 
Feb. 7, 1955) substantially modified its 
position as to what it considers prohib- 
ited discrimination on the termination 
of a pension plan. 








Regardless of the provisions of the 
plan itself or the justification for its 
termination, the Internal Revenue Ser- 
vice had said (Mim. 6136 and P.S. 52) 
that on its termination the benefits rela- 
tive to compensation must be considered 
anew to determine whether or not dis- 
crimination would result in favor of em- 
ployees who are officers, shareholders, 
supervisors or highly compensated. If 
such discrimination would result, the 
Commissioners had said that amend- 
ment prior to the termination of the 
plan, resulting in non-discriminatory 
distribution upon such _ termination, 
would be necessary, if a favorable rul- 
ing with respect to the termination were 
to be issued. 










































































































In Mimeograph 5717 the Service had 
set forth certain limitations on distribu- 
tion to top employees in the event the 
plan terminated within 10 years of its 
establishment. However conformity to 
Mimeograph 5717 did not preclude a 
finding that the plan was in fact dis- 
criminatory in operation. Nor was it 
evidence that the plan was a bona fide 
permanent one. In practice, Mimeo- 
graph 5717 seldom precluded discrim- 
ination, but merely served in some cases 
to limit it. 





















Problems develop at a plan’s termin- 
ation if the measure of discrimination 
at its establishment or during its exist- 
ence is different than at termination. At 
establishment or during its existence 
discrimination is generally measured by 
a comparison of the ratio of the pros- 
pective annual pension to salary for 
various classes of members under the 
plan, while at termination it has been 
measured by the ratio of assets to be 
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PROFIT SHARING 


SAMUEL N. AIN 


distributed to each individual (or the 
value of the pension) to salary. If the 
persons in whose favor discrimination 
is prohibited under the statute have 
more credited service and are older 
than the other members, both of which 
are generally the case, then a unit bene- 
fit or fixed benefit plan which is non- 
discriminatory at establishment or dur- 
ing its existence will become discrimin- 
atory at its termination. 


In the Revenue Ruling modifying this 
principle the Commissioner holds that 
the taxpayer had a good business rea- 
son for terminating the plan under con- 
sideration which, incidentally, had been 
in existence for more than 10 years. 
The plan was of the unit benefit type, 
integrated with social security, and was 
funded by means of individual level 
premium annuity contracts. Under the 
terms of the plan, on termination the 
distribution of available assets would 
result in the participants receiving as- 
sets equal to the following percentages 
of their total compensation: 


controlling stockholder ___ 33% 
minority stockholder ____. 21” 
highly paid nonstockholder 
employees ——_________. + hag 
all other employees i: i 


This would have been a classical case 
of discriminatory distribution under 
previous rulings (see, for example case 
E in Mim 6136) and would have re- 
quired a redistribution of assets before 
the Internal Revenue Service would have 
ruled favorably on the termination. 
Nevertheless in this case the Service 
says 


“It is recognized that in a pension 
plan of a unit benefit or fixed benefit 
type contributions for the respective 
participants will vary in accordance 
with such factors as age, years of 
service, and nearness to retirement, 
and that in integrated plans variances 
will result when comparisons are 
made solely on the basis of assets dis- 
tributable under the plan. This, how- 
ever, is not discrimination within the 
stautory sense. The variance in dis- 
tribution is merely a fortuitous cir- 








cumstance resulting from the bona 
fide termination of the plan which 
could not have been forseen when 
the plan was established and which 
resulted from causes beyond the 
employer’s control.” Therefore, the 

Service concluded, the variance in 

the distributive shares will not “*** 

adversely affect the qualification of 
the plan under Section 401(a) of the 

1954 Code.” 

“Business necessity” thus becomes 
the paramount consideration on the 
termination of a plan. P.S. No. 7 indi- 
cated that this term has reference to 
“insolvency or bankruptcy or *** ad- 
verse business conditions beyond (the 
employer’s) control ***.” P.S. No. 52 
extended the term business necessity to 
include “unforseeable developments in 
(the employer’s) business which make 
it impossible to continue the plan ***.” 
It went on to point out: “The term 
‘business necessity’ has reference to the 
adverse business conditions, not with- 
in the control of the employer, under 
which it would not be possible to con- 
tinue the plan. Bankruptcy or insol- 
vency would ordinarily be prima facie 
evidence of such ‘business necessity.’ 
Discontinuance of the business of the 
employer may also be shown in some 
cases to be for such ‘business necess- 
ity.’ Sale of the business is included 
in this category. 


Mimeograph 6136 extended the con- 
cept of business necessity to the point 
where it is sufficient to establish a 
“valid reason.” This term has been held 
in some cases to include a change of 
ownership of the business in an arm’s 
length transaction, a bona fide and 
substantial change in stock ownership, 
management’s financial inability to 
continue the cost of the plan, compli- 
ance with demands for salary increases 
to prevent a strike, the substitution of 
welfare benefits for pensions, and the 
use of funds for plant expansion. A 
determination as to the adequacy of 
such reasons is, of course, made on 
the basis of the facts in the particular 
case. 


While no emphasis was given in the 
ruling to the fact that the benefits were 
being funded by means of individual 
contracts, it would seem that the me- 
dium of funding could be an important 
factor—more important than the fact 
that the plan was integrated with social 
security or that it had been in existence 
more than 10 years. For example, if the 
past service benefits of the oldest em- 
ployees were funded first, as is the case 
in most group annuity contracts, the 
distribution to the employees in whose 


favor discrimination is prohibited may 
be much more favorable than in the 
example cited. It is quite possible that 
in considering a request for a favorable 
ruling on the termination of such a 
plan, the Revenue Service may not be 
willing to apply, without modification, 
the principles used in the case cited. 


Unsettled Questions on Annuity 
Taxation 


TATED IN ITS MOST GENERAL TERMS, 
Section 72 of the Internal Revenue 
Code of 1954 adopts the concept of 
spreading the tax-free return of the cost 
of a life annuity over the average ex- 
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pected lifetime of the annuitant, except 
in the case of some employee annuities. 
The balance of each year’s annuity pay- 
ments is included in gross income for 
tax purposes. While the general concept 
is simple enough, its application to spe- 
cific situations brings on complexities 
and problems, some of which are al- 
most impossible of solution within the 
framework of the present law. Regula- 
tions providing temporary rules and 
life expectancy tables for applying the 
principles of Section 72 were issued on 
December 31, 1954 in T.D. 6118. The 
tables were designed to cover the most 
common cases, but it was apparently 
recognized that there would be special 
cases in which they could not be cor- 
rectly applied. 

Some of the problems and complexi- 
ties for which there is no easy or prac- 
tical solution are indicated by the fol- 
lowing discussion: 


1. Section 72 provides that in order 
to determine the excludable percentage 
of the annuity payments each year, the 
“investment in the contract,” (i.e. gen- 
erally the cost of the annuity) is di- 
vided by the “expected return,” (i.e. 
the annual payments multiplied by the 
appropriate life expectancy). Where 
straight life annuities for a single life 
or straight joint and survivor annuities 
for two lives are involved, these com- 
putations are relatively easy and the 
published tables are directly applicable. 


However, most annuities, either indi- 
vidually purchased or provided under 
employee retirement plans, contain a re- 


Troiky/ 








fund or guarantee feature, providing a 
certain minimum number of payments 
if the annuitants should die early. Sec. 
tion 72 provides that the “refunds” are 
to be tax free; to make up for this, it 
also provides that the “investment in 
the contract” must be reduced by the 
value of the refund feature. The regula. 
tions also provide a table and instruc. 
tions for making this adjustment where 
only a single life annuity is involved, 
The table, designated as Table III in 
the Regulations, is a relatively simple 
two-way table showing, for various ages 
of the annuitant and various durations 
of the guaranteed payments, the per. 
centage values of the refund feature. 


Yet, in the not uncommon situations 
where joint lives as well as a refund 
feature are involved, no table is pro- 
vided. The reason for this is not diff. 
cult to see. Such a table must show the 
values for at least three variables—two 
(or more) ages of annuitants crossed 
with the duration of the guarantee. 
Additional three dimensional _ tables 
would be required in cases where the 
survivor annuitant draws a smaller an- 
nuity than the original annuitant, one 
such table for each common ratio (one: 
half, two-thirds, etc.) Actually a whole 
book of tables containing several hun- 
dred thousand values would be required. 
It would probably be more practicable 
to compute only the values in each 
actual case as the need arises. When 
the amount of income is reduced after 
the death of one of the annuitants the 
problem is much more complicated. 
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Here, the length of the guarantee period 
itself can vary, depending on when the 
first annuitant dies, and the job be- 
comes one of Univac proportions. 


It is likely that the practical effect 
of these tremendous computations will 
usually be inconsequential in terms of 
revenue. But there is serious doubt as 
to how far the Treasury Department 
can, by regulation or ruling, advise tax- 
payers to ignore certain adjustments 
required by law. 


2. Even when only one life is in- 
volved, there are complications when 
the duration of the guarantee is longer 
than the period necessary for the annui- 
tant to recover his consideration. This 
is common in the case of employee an- 
nuities, where, for example, there is a 
ten year guarantee but the employee 
will recover his cost in, say, four years. 
The regulation provides a peculiar way 
of handling this problem. It is necessary 
to find the value in Table III for the 
longer period and to apply that per- 
centage to the consideration. This is 
not in accordance with the actuarial 
basis of Table III, but the error here 
may be slight, depending on what the 
final regulations provide for taxing the 
guarantee payments. Again, the error 
in terms of revenue may be inconse- 
quential, but this situation, too, illu- 
strates the practical impossibility of 
applying the law correctly. 

3. The published tables do not cover 
any case, even straight life annuities, 
involving three or more lives. It would 
obviously be impracticable to provide 
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such voluminous tables for relatively 
few cases but cases involving three or 
four lives do occur, and each one will 
involve special computations. 


4. The foregoing problems are 
dwarfed by many special problems aris- 
ing under employee retirement plans. 
As already indicated, the general rule 
of Section 72 does not apply to some 
employee annuities. Where the employee 
would recover his own contributions in 
three years or less in the form of an- 
nuity payments, a much simpler rule 
applies. In such cases, the employee 
treats all annuity payments as tax free 
until he has recovered his considera- 
tion, thereafter all annuity payments are 
includible in income. This was the rule 
applied to all annuities before 1934, 
when the so-called 3° rule was intro- 
duced (which remained in effect until 
the Revenue Code of 1954). 


Unfortunately there are many em- 
ployee annuities to which this simple 
rule does not apply, because it will take 
more than three years to recover the 
employee’s consideration. Most of these 
cases bring on special problems, includ- 
ing those discussed in points 1 and 2 
above. In addition, many employee 
plans, particularly those of governmen- 
tal organizations, provide survivorship 
benefits similar to Social Security, 
where the widow’s annuity terminates 
upon remarriage, and. children’s annui- 
ties cease upon marriage or attainment 
of age 18. Tables based upon life ex- 
pectancy alone do not properly take 
account of these factors. Also, the wi- 
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dow’s annuity may be deferred until 
attainment of a specified age. The pub- 
lished tables do not take account of the 
deferment. 


Further, even the annuity of the em- 
ployee himself is often subject to term- 
ination upon reemployment with the 
employer, or with a competitor, or 
upon conviction of a felony. Also, dis- 
ability pensions are subject to termina- 
tion on recovery from disability. It is 
obviously impracticable, if not impos- 
sible, to take account of all these factors, 
for the purpose of computing the “ex- 
pected return.” (Cont'd on next page) 


TRUST 
SERVICES 


The Pacific 





Northwest’s 

largest financial 
institution 

provides trust 
services in the 
State of Washington 
through 59 
statewide 


branches. 





a” 


SEATTLE - FIRST 
NATIONAL BANK 





MEMBER FEDERAL DEPOSIT INSURANCE CORP 


217 

















5. In addition, there are the types 
of cases, such as those involving vari- 
able annuities, where an expected re- 
turn cannot be computed because the 
annuity payments are not fixed. This is 
true of the distributions from many em- 
ployee profit-sharing plans. Also some 
employee pension plans are beginning 
to provide annuities which can be ex- 
pected to vary because they are sub- 
ject to changes in the value of the se- 
curities held by the trust or because 
they are subject to cost of living adjust- 
ments. 


6. There are also further difficulties 
in applying the rules when more than 




















First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and _ line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 














one type of annuity is provided by the 
same contract or plan or where an em- 
ployee is covered under several plans. 


* * * 


Probably most of the above difficul- 
ties were not anticipated when Section 
72 was drafted. The principle of that 
section apparently was considered to be 
an adaptation of the Canadian system, 
which has presumably worked. How- 
ever, in Canada employee annuities are 
not involved in the general rule be- 
cause the employees are given a deduc- 
tion for their contributions when made, 
and all their “superannuation” pay- 
ments are includible in income. Also, 
for other cases, the Canadian system 
treats refund annuities differently. The 
refund feature is taken into account in 
the “expected return,” i.e. in the de- 
nominator of the “exclusion ratio,” and 
the refunds themselves are presumably 
subject to the same ratio of includible 
and excludable portions. This is con- 
siderably easier, especially when joint 
lives are involved. 


While the Canadian system is much 
easier to work, it appears that even 
greater simplifications are necessary to 
the situation in this country, if the Reve- 
nue Service is not to devel’ a major 
portion of its resources to administer- 
ing this minor provision vi the Code. 


Inasmuch as Section 72 has raised 
technical administrative problems com- 
pletely out of proportion to the value 
of the tax revenues at stake, the follow- 
ing suggestions for amendatory legisla- 










tion may warrant further exploration 
and consideration: 





1. Adopt the plan recommended to 
Congress by certain insurance company 
representatives of taxing 114% of the 
consideration each year, with an ad. 
justment for deferred anuities. However, 
to apply the adjustment properly would 
require establishment of current values 
for all the various types of annuities, 
and this might entail almost the same 
problems raised by Section 72. More: 
over, this plan does not provide a rule 
for handling guarantee payments and 
refunds. 





















2. Give all annuitants, or at least 
all employee annuitants, a choice of 
using the pre-1934 rule or the exclusion 
ratio. The election once made would 
have to be irrevocable, and binding on 
survivor annuitants. An election to use 
the exclusion ratio would also involve 
acceptance of the Secretary’s life ex- 
pectancy tables, including any simplifi- 
cations, such as ignoring remarriage, 
recovery from disability, etc. While this 
would not solve all the problems, it 
might reduce them to manageable pro- 
portions. 













3. Return to the pre-1934 rule for 
all annuity payments. This would be 
the simplest to administer, but has its 
disadvantages. Many annuitants would 
prefer to have their exclusions spread 
evenly over a longer period. Also, the 
Treasury might consider the deferment 
of taxes by all annuitants as an import- 
ant revenue loss. 
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EFFECTIVE AT THE CLOSE OF BUSINESS ON 
Fripay, Marcy 4, 1955 


California Trust Company 


(wholly owned affiliate of California Bank for the administration of trusts) 


AND 


The First National Bank of Pomona 


WERE MERGED INTO 


California Bank 



























TRUSTS AND ESTATES 


ation 























d to 
pany 
f the 
ad. 
ever, 
rould 
alues 
ities, 
same 
Nore. 
rule 
and 
least 
e of 
usion 
vould 
ig on 
> use 
volve H E 
> eX: 
plifi- 
lage, LI KES 
> this 
is, it 
od TAXES! 
e for 
d be 
is its 
vould 
pread 
», the 
rment 
iport- 
soi Well, maybe not his own taxes, but taxes in general. 
= Taxes are his livelihood. Mr. A. G. Quaremba, Vice 
= President in charge of our tax department, is on the 
Executive Committee of the National Tax Association, 
and is also a member of the Committee of Banking Insti- 
tutions on Taxation. In a sense he is a tax man's tax man, 
for his services strictly as a tax specialist are not directly 
available to the public. 
However, many of our clients have come to realize 
that Mr. Quaremba and his department can be mighty 
helpful. For one of his responsibilities is to work closely 
with our Investment Advisory Service Officers. This 
service is most decidedly available to those with funds 
of $75,000 or more. It is a complete, continuing invest- Cj B nk k: 
ment management service, in which you can retain ity a armers 
final authority. CHARTERED 1822 Trust Company 
Before it slips your mind, why not write or call for 22 William Street, New York 5, N. Y. 
a free copy of “HOW TO GET THE MOST OUT OF YOUR Telephone: BOwling Green 9-1200 
INVESTMENTS.” It tells the interesting story of our Invest- Trust Affiliate of 
— ment Advisory Service. The National City Bank of New York 
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TRUST PERSONNEL CHANGES 


ALABAMA 
Birmingham Calvin A. Stetson appointed asst. 
FIRST trust officer. 


NATIONAL BANK 


ARKANSAS 


Little Rock 
UNION 
NATIONAL BANK 
Little Rock 
WoRTHEN BANK 


Vice president and trust officer J. H. 
Bowen also named a director. 


G. A. Zimmerman promoted to vice 
president and trust officer; Aubrey 


& TRusT Co. Williams elected asst. trust officer. 
CALIFORNIA 

Pasadena Merle G. Cameron, trust officer, ad- 
UNION vanced to vice president and trust of- 
NATIONAL BANK ficer in charge of the trust depart- 

ment. 

Riverside George H. Nieport joined the staff as 

CITIZENS asst. trust officer, formerly having 


had that title at Harter Bank & Trust 
Co., Canton, Ohio. 


James D. Forward, Sr., named 
chairman of the board and _ his 
brother Frank G. Forward named 
president to replace him. Albert G. 
Reader and Lloyd Baldridge elected senior vice president 


NATIONAL BANK 


San Diego 
UNION TITLE INSUR- 
ANCE & Trust Co. 











4% d 
HENRY E. MCCONE 
Hartford 


PAUL A. PEASLEY 
Stamford 


A. G. READER 
San Diego 


and senior trust officer; John B. Hendry, asst. vice presi- 
dent and trust officer; Clyde A. Baugh, asst. secretary and 
asst. trust officer. 


San Francisco George L. Carter advanced to trust 


AMERICAN officer and assistant secretary at the 
Trust Co. head office. 

San Francisco Named asst. vice president in the in- 
CROCKER FIRST vestment department — Philip G. 
NATIONAL BANK Markwart. 


San Francisco 
First WESTERN 
BANK & TrRusT Co. 


Gregory Stone, formerly an asst. trust 

officer with First NATIONAL BANK of 

Portland, joined First Western with 

the same title. W. W. Denney also 

named asst. trust officer; and David J. Flynn, asst. trust offi- 
cer at the Oakland Central office, transferred to the head 
office. 

Santa Barbara Walter H. Van Cott became asst. trust 
CouNTY NATIONAL officer, having recently resigned as 
BANK & TRUST Co. trust officer of ALAMO NATIONAL 

BANK, San Antonio, Texas. 


COLORADO 
Denver B. A. Smead, Jr., advanced to trust 
DENVER officer; J. E. Chamberlin and H. K. 


NATIONAL BANK Richardson elected asst. trust officers. 
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CONNECTICUT 


Hartford 
HARTFORD NATL. 
BANK & TRUST Co. 


Among many promotions, those in the 
trust department were: Henry E. Mc. 
Cone to vice president and trust offi- 
cer; T. W. Stedman, Jr., Gordon H. 
Bezanson and Augustin D. Curado, to trust officer; and Max 
A. Greiner, Albert C. Bill, Jr., Herbert H. Bierken, David R, 
Hubbard and Garrett W. Nevius to asst. trust officers. 

In the New London office, Clark I. Moseley advanced to 
trust officer. 
New Haven 

UNION & NEW 

HAVEN TRUST Co. 


Stamford Paul A. Peasley promoted to vice 
STAMFORD president and trust officer; Norman 
Trust Co. M. Haughs to trust officer. Peasley is 

a graduate of Williams College and 

Harvard Law School. Discharged from the Army with the 

rank of major, he resumed the practice of law until he came 

to the bank in 1951. Among many civic activities, he is 
president of the board of trustees of Low-Heywood School. 

Haughs joined the bank in 1927, and is president of the 

Stamford Chapter, A.I.B. 


Walter H. Clapp elected trust officer, 


DELAWARE 
Wilmington Trust officers Joseph Y. Jeanes and 
WILMINGTON David Lindsay advanced to asst. vice 
TrRusST Co. president; Lewis W. Flinn, Eldred G. 


Hirs, T. William Hitchcock, William 
B. Turnbull and Henry Van de Goes were named trust of- 
ficers. 


FLORIDA 
Jacksonville Mrs. Mary M. Stiles, asst. trust offi- 
ATLANTIC cer, was named trust officer; Reese 


NATIONAL BANK R. Bohn elected asst. trust officer. 


GEORGIA 
Atlanta Samuel A. Tinkler, Jr., senior ad- 
TRUST Co. ministrative assistant in the trust de- 
OF GEORGIA partment, specializing in pension and 


profit sharing plans, elected asst. 
trust officer. He has a B.A. degree from Emory U. and a J.D. 
from its Law School. 


ILLINOIS 


Chicago 
CHICAGO CITY 
BANK & Trust Co. 


Merritt W. Rathje retired as vice 
president and trust officer, after 42 
years of service. He had been head 
of the trust department, and was the 
son of the bank’s founder, Louis Rathje. 


Decatur B. N. Burgess succeeds W. A. Derr as 
NATIONAL BANK trust officer, the latter having retired 
OF DECATUR after 34 years due to illness. 

Evanston G. M. Stevens appointed trust officer. 
STATE BANK A member of the Chicago Bar Asso- 
& Trust Co. ciation Probate Practices Committee, 


Stevens has practiced law in Chicago 
for the past ten years, specializing in probate practice and 
estate planning. From 1940 to 1945 he was a special agent of 
the Federal Bureau of Investigation. 

Ottawa 
FIRST 
NATIONAL BANK 


Fred A. Gerding retired as president 
but continues as chairman of the 
board. Ernest H. Pool succeeds him as 
president. 
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Springfield Carl U. Luers, vice president and MASSACHUSETTS 
iisaeee B bade = ry —— “annem = Boston The following were promoted to vice 
NATIONAL BANK — pe ee Sere eee BosTON SAFE DE- president, from asst. vice president: 
dent. Former president F. C. Brinker- 


hoff has retired after 52 years. Robert V. Prather advanced eee Fae ae aaa ergussn, Kalgns. Aluits 


t offi John Lowell and John B. Harrison. 
to trust ollicer. Former asst. trust officers named trust officers are: N. H. 
INDIANA Garrick, Jr., Dorothy A. Brown, Robert E. Dobbyn, Ralph 
B. H . . A. F. Willis, K _ * 
Evansville Donald Wendt named asst. vice presi- ee — onneth Howes, Jt., a0 
Laurens MacLure. 
CITIZENS dent and trust officer. 
NATIONAL BANK Quincy Robert L. Blair, in charge of the 
Gary Willies 7. Mastin meek net. iret oe bank’s investments, promoted to vice 
GARY oiien. RusT Cd. president. 
NATIONAL BANK Springfield Wilson Brunel, asst. trust officer, ad- 
Terre Haute John T. Royce elected president and THIRD NATIONAL vanced to asst. vice president. 
MERCHANTS continues as trust officer. Paul N. Bank & Trust Co. 
NATIONAL BANK Bogart continue hai : 
g ¢c s as chairman MICHIGAN 
KENTUCKY Jackson Homer Hilton, Jr., trust officer, elected 
Henderson W. T. Latta advanced to asst. vice NATIONAL BANK asst. vice president; and Clark J. Bis- 
OHIO VALLEY president and trust officer; W. W. OF JACKSON bee, as attorney, joined the trust de- 
NATIONAL BANK Link, to manager of the farm service partment as asst. vice president. 
department and asst. trust officer. MISSISSIPPI 
Owensboro J. Dan Quertermous named asst. trust seepeneial 
OWENSBORO officer. Hattiesburg & Marion D. Brett resigned as executive 
NATIONAL BANK Clarksdale vice president and trust officer of 
Lentevitie E. Joseph Hughes promoted to as- CITIZENS BANK BANK OF CLARKSDALE to become presi- 
CITIZENS FIDELITY _ sistant treasurer, corporate trust de- dent of Citizens Bank. 
BANK & TRUST Co. partment. ee 
MISSOURI 
MARYLAND Jefferson City Howard Cook became chairman of the 
Hagerstown Claude M. Potterfield advanced to CENTRAL MissouRI board, Richard R. Nacy, president; 
SECOND cashier and trust officer. Trust Co. and John J. Skain made assistant 
NATIONAL BANK secretary and asst. trust officer. 


















































The oldest independent trust i 
q company in the Pacific Southwest offers = 
Ancillary Service for California Property, Co-transfer : 
yy and Co-registrar Services, Custodian and Agency . = 
= Accounts for your Clents = 
== litle Insurance and Trust Company == 
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C. H. KENT, Jr. 
Toledo 


Kansas City 
COMMERCE 
TRusT Co. 

St. Louis 
MERCANTILE 
TRUST Co. 


Hanover 
DARTMOUTH 
NATIONAL BANK 


MELVIN McGLASSsON 
Oklahoma City 


JOHN H. MILLER 
Oklahoma City 


H. C. Evans advanced to ‘vice presi- 
dent; D. E. Elstun and D. W. McNeal 
named trust officer. 


George F. Torry retired as trust offi- 
cer, having served the bank for 41 
years. Most of his time was in ad- 
ministration of personal trusts. 


NEW HAMPSHIRE 


Charles N. Batchelder, executive vice 
president and trust officer, succeeds 
H. C. Edgerton as president. David C. 
Rennie advanced to vice president and 


trust officer; and Mrs. Elaine J. Cook to asst. trust officer 


and assistant cashier. 


Nashua 
NASHUA 
Trust Co. 


William J. Barrett elected executive 
vice president and succeeds Eugene W. 
Leslie, now chairman of the trust 
committee in addition to being trust 


officer. Lionel G. Jessop advanced to trust officer;:and Ver- 
nonica V. Degasis appointed asst. trust officer. 


Jersey City 
COMMERCIAL 
Trust Co. 


Newark 


NEW JERSEY 


Howard C. Ward appointed asst. trust 
officer. 


Bradford Cochrane promoted to vice 


-~ 
Wo. B. EAGLESON, JR. 


Philadelphia 


White Plains 
NATIONAL BANK 
OF WESTCHESTER 


ANTHONY J. MCFADDEN 


BEVERLY RUST 
San Antonio 


Philadelphia 
Peter M. Wilson joined the trust de. 
partment as estate planning represen. 
tative. A graduate of Syracuse U., 
for the past three years he has been 


and underwriter with Mutual Life Insurance Co. 


NORTH CAROLINA 


Gastonia 
NATIONAL BANK 
OF COMMERCE 


granted trust powers. 


Columbus 
OHIO 
NATIONAL BANK 


Norwood 


Calvin G. Greear joined the bank as 
vice president and trust officer, having 
been formerly a national bank ex- 
aminer. The bank was_ recently 


OHIO 


Robert J. Murphy advanced to as- 
sistant trust officer. 


Harold F. Funk promoted to cashier 


NoRWoOoD-HYDE PARK and trust officer. 


BANK & TrRusT Co. 
Toledo 
OHIO CITIZENS 
TRUST Co. 
Toledo 
TOLEDO 
TRUST Co. 


William S. Miller elected asst. vice 
president in the corporate trust de- 
partment. 

C. H. Kent, Jr., formerly asst. vice 
president, elected vice president and 
trust officer; J. A. Mann, F. G. Pletz 
and Josiah T,. Herbert each named 





NATIONAL NEWARK & 
Essex BANKING Co. 


president and will continue as di- 
rector of public relations and as 


asst. vice president, asst. secretary and trust officer; and 
Paul Hemsoth named asst. secretary in the trust department. 


department. 
Rutherford 
RUTHERFORD 
* Trust Co. 


Binghamton 
CITY 
NATIONAL BANK 
New York 
GUARANTY 
Trust Co. 


head of the business development 


Charles H. Mier elected vice president 
and trust officer. 


NEW YORK 


William S. Chittenden advanced from 
asst. trust officer to asst. vice presi- 
dent. 

Jackson S. Hutto, trust officer of the 
bank, has been named managing di- 
rector of the Savings Bank Associa- 
tion of the State of New York, effec- 


tive April first. Mr. Hutto is a former General Counsel to 
the New York State Banking Department, and a former 
superintendent of that department. 


New York 
IRVING 
TrRusT Co. 


Mackarness H. Goode, formerly man- 
ager, public relations and advertising, 
has resigned to become an account 
executive and member of the Plans 


Board of the public relations agency of Farley Manning 


Associates. 


Oneonta 
WILBER 
NATIONAL BANK 


Rochester 
GENESEE VALLEY 


UNION TrRusT Co. 
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Burton Hulbert, heretofore cashier 
and trust officer, elected president suc- 
ceeding Lewis F. Rose. L. Barnett ad- 
vanced to trust officer. 

Frederick R. Clark, formerly asst. 


trust officer, elected asst. vice presi- 
dent. 


Zanesville 
FIRST 
NATIONAL BANK 


Bartlesville 
FIRST 
NATIONAL BANK 
Oklahoma City 
City NATIONAL 
BANK & Trust Co. 


tive vice president. 


Oklahoma City 
First NATIONAL 
BANK & TRUST Co. 


trust officers. 
Portland 


FIRST 
NATIONAL BANK 


Juanita R. Thompson elected asst. 
trust officer. 


OKLAHOMA 


Mac D. Wallace, who joined the bank 
as trust officer, now made vice presi- 
dent and trust officer. 

Daniel W. Hogan, Jr., advanced from 
executive vice president to president; 
and Howard J. Bozarth from first vice 
president and trust officer to execu- 


John H. Miller promoted to vice presi- 
dent and trust officer; Melvin McGlas- 
son to trust officer; and Robert C. 
O’Kelley and McCurtain Scott to asst. 


OREGON 


William L. Schaumberg made asst. 
trust officer and placed in charge of 
the Salem branch trust department, 
replacing Eugene Linville, trust offi- 


cer, assigned to the head office trust department. 


Grove City 
FIRST 
NATIONAL BANK 


PENNSYLVANIA 


P. C. Hassler promoted to vice presi- 
dent and trust officer, and George T. 
O’Neil named asst. trust officer. 
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Harrisburg 
KEYSTONE 
Trust Co. 


Paul R. Swab, secretary and trust 
officer, given the additional title of 
vice president. Swab is secretary- 
treasurer of Group V of the Pennsyl- 
vania Bankers Association, and is a former president of 
American Institute of Banking, Harrisburg Chapter. 


Philadelphia William B. Eagleson, Jr., appointed 
GIRARD TRUST CoRN asst. trust investments officer. A grad- 
EXCHANGE BANK uate of Lehigh U. with a B.S. degree 

in Business Administrations and a 

Master’s degree of Business Administration from the Grad- 

uate School of the U. of Pennsylvania, he also attended 

Temple U. Law School. During 1954 he was secretary of the 

Financial Analysts of Philadelphia. 


Philadelphia Anthony J. McFadden, former trust 
THE PENNSYLVANIA officer, elected vice president; Roger 
Co. FOR BANKING L. Hubbert,:Harry D. Lingingston and 
& TRUSTS G. Ellwood Williams, advanced from 

trust officer to asst. vice president; 


| Henry McK. Baggs from trust investment officer to asst. vice 


president; and Thomas E. Longden to trust investment officer. 


Philadelphia Miss Melissa Smith, trust officer, re- 
TRADESMENS BANK tired after 25 years with the company. 
& Trust Co. 

Reading Edwin M. Fox promoted to secretary 
City BANK & and trust officer; F. Eugene Stapleton 
Trust Co. to asst. trust officer. 

Reading Harold C. Wanner advanced to vice 
READING president and trust officer; Norman 
TRUST Co. R. Miller named asst. trust officer. 

TEXAS 

Houston Patrick H. O’Donnell, Jr., appointed 
Houston BANK asst. trust officer. 

& Trust Co. 

Orange T. D. Sells advanced from executive 
ORANGE vice president and trust officer to 


NATIONAL BANK president, with E. M. Newman assum- 
ing the executive presidency. George 


Sells, II, elected asst. trust officer and asst. cashier. 


Beverly Rust and E. A. Sibley elected 
vice president and trust officer; Fred- 
erick E. Bramlette, trust officer; Louis 
C. Baker and John H. Spencer, asst. 
trust officers. Rust, with the trust department since 1942, is 


San Antonio 
FROST 
NATIONAL BANK 


fagraduate of the U. of Texas and is a member of the Bar. 


He will be in charge of operations in the trust department. 
Sibley practiced law from 1925 to 1938, when he was appoint- 
ed asst. trust officer. 


VERMONT 


Burlington 
HowarpD NATIONAL 
BANK & Trust Co. 


E. Grafton Carlisle promoted to trust 
officer, and Lee C. Fiske, Jr., elected 
statistician. Carlisle, formerly super- 
, intendent of research with the 
Canadian Pacific Air Lines, is a graduate of the Wharton 
School of Finance. Fiske completed the U. of Vermont Wall 
Street Course in Economics of Capital Formation. 





Ross CLARKSON J. PEMBROKE, C.B.E. J. M. WELLS 
Montreal Montreal Montreal 
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New trust quarters of First National Bank in Little Rock. A 
glassed-in conference room is at the rear (center) and the adjacent 
alcove leads to the trust bookkeeping department and the vault area. 





VIRGINIA 
Charlottesville E. L. Turner, C. B. Bailey and Francis 
PEOPLES H. Fife were advanced to trust offi- 


NATIONAL BANK cers; Wallace W. McDowell and John 


K. Dodd to asst. trust officers. 


Martinsville C. D. Lipscomb, Jr., made asst. trust 
FIRST officer. 
NATIONAL BANK 

Roanoke John B. Cocke, Jr., elected trust offi- 


First NATIONAL 
EXCHANGE BANK 


cer. Cocke has been with the bank 
since 1937, and is a graduate of the 
Graduate School of Banking, Rut- 


gers U. 
WEST VIRGINIA 
Bluefield A. K. Parker, Jr., named to the office 
FLAT Top of trust officer. 
NATIONAL BANK 
Wheeling Robert C. Hazlett elevated to vice 


WHEELING DOLLAR 
SAVINGS & TRUST Co. 


president and trust officer; J. L. 
Medick elected asst. trust officer. 


CANADA 
Montreal T. W. Hodgson, formerly manager of 
NATIONAL Montreal office, retired after 47 years, 
Trust Co. and E. H. Heeney appointed manager. 
Montreal R. P. Jellett retired as chairman of 
ROYAL the board and was appointed honorary 
TRUST Co. president in place of Huntley R. 


Drummond. Ross Clarkson elected 
chairman; J. Pembroke, formerly vice president and general 
manager, made president; J. A. Eccles, B. C. Gardner and G. 
H. Ball, vice presidents; and J. M. Wells, asst. general man- 
ager. 

Both the Montreal Star and The Gazette paid glowing 
editorial tribute to Mr. Clarkson on his trust company 
service of nearly 50 years and his many civic contributions. 
Toronto 

CANADA PERMANENT 
TRusT Co. 


Appointed assistant general man- 
agers and continuing as managers 
of their respective branches are: 
W. Leo Knowlton, Q.C., Toronto; 
J. McIntosh Tutt, Brantford; and C. F. Mackenzie, Halifax. 





J. McINTosH TuTT 
Brantford (Toronto) 


C. F. MACKENZIE 
Halifax (Toronto) 


Toronto 
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TRUST MERGERS, CHANGE OF 
NAME 


Los Angeles & Pomona, Cal. — Share- 
holders have approved merger of the 
First NATIONAL BANK of Pomona and 
the CALIFORNIA TRUST Co., under the 
name of CALIFORNIA BANK, effective 
March 4. The merger will provide Cali- 
fornia Bank with three branch offices in 
Pomona Valley, bringing its total num- 
ber of offices to 48. Resoruces will be 
increased to a record amount of more 
than $715 million. As a result of the 
merger, trust services of California 
Trust Co., wholly owned affiliate of Cali- 
fornia Bank, will be more conveniently 
available to customers at all branches. 
Raymond E. Smith, president of First 
National, will become a director and vice 
president of California Bank. Frank H. 
Schmidt, former president of California 
Trust Co., is now vice president and ex- 
ecutive trust officer at the head office; 
Barton T. Gobble and J. M. Hartke are 
trust officers at Pomona. 

West Palm Beach, Fla. — FLORIDA 
BANK & TRusT Co. converted into a na- 
tional bank under the title of FLORIDA 
NATIONAL BANK & TRuST Co. 


Lexington, Ky. — Consolidation of the 
CITIZENS BANK & TRusT Co. and the UN- 
ION BANK & TRusT Co., has taken place 
under the name of CITIZENS UNION BANK 
& Trust Co. Total combined resources 
are over $21 million. Ernest S. Clarke, 
who was president of Union, holds that 
title in the new bank; Harold Redd is 
vice president and trust officer; and J. 
Paul Slayton, trust officer. 


Boston, Mass. — The SECOND NATION- 
AL BANK and the STATE STREET TRUST 
Co. have merged effective February 21, 
to be known as the SECOND-STATE STREET 
Trust Co. The entire staff of both banks 
will be continued. The trust department 
will be headed by senior vice presidents 
Robert Baldwin and Sheridan J. Thorup, 
and the following vice presidents: J. A. 
Barry, V. B. Hitchins, B. C. Jones, C. T. 
Morrison, J. T. G. Nichols, 3rd, and J. P. 
Smith. Eldon C. Swin, asst. vice presi- 
dent, is manager of the corporate trust- 
transfer department; asst. vice presi- 
dents with him are Howard B. Phillips 
and Herbert H. Pyne (the latter having 
formerly been corporate trust officer). 

Jackson, Mich. — JACKSON CiTy BANK 
& Trust Co. stockholders approved a 
change of name to City BANK & TRUST 
Co. 

New York, N. Y. — Directors of the 





IN FLORIDA 


Bank seeks Trust Officer between ages 30 
and 50, with 5 to 10 years experience in 
trust administration, particularly account- 
ing and taxation. Starting salary about 
$8,000 with excellent apportunity for ad- 
vancement in title as well as compensa- 
tion. 

Box H-53-2, Trusts and Estates 

50 East 42nd St., New York 17 








NATIONAL CITY BANK OF NEW YORK 
agreed upon a plan to merge with the 
First NATIONAL BANK, subject to ap- 
proval of shareholders (meeting March 
30) and the Comptroller of the Cur- 
rency. The new name would be FIRst 
NATIONAL CiTy BANK of New York, and 
the proposed institution would have com- 
bined deposits of $6.2 billion. Both banks 
offer general banking and fiduciary ser- 
vices (National City through its affiliate 
City BANK FARMERS TRUST Co.). Both 
have long histories, National City having 
received a State charter in 1812, First 
National having been established in 1863 
immediately after the enactment of the 
National Bank Act, with Charter No. 29. 

New York, N. Y. — Preliminary agree- 
ments looking toward a merger of the 
PuBLIC NATIONAL BANK with the BANK- 
ERS TRUST Co. were announced. The con- 
solidation would bring together assets 
aggregating $2,843,800,000 as of year 
end 1954, which would rank this as the 
eighth largest bank in the United States. 


A A A 
NEW TRUST POWERS GRANTED 


Gainsville, Ga. — First NATIONAL 
BANK. 

Riverside, N. J. — First NATIONAL 
BANK. 

Whiteville, N. C. — First NATIONAL 
BANK. 

Johnson City, Tenn. — HAMILTON NaA- 
TIONAL BANK. 

Auston, Texas — CITY NATIONAL BANK. 

Shawano, Wis. — SHAWANO NATIONAL 
BANK. 

A A A 


IN MEMORIAM 

WILLIAM W. BALL, president of STATE 
Trust Co. and STATE NATIONAL BANK, 
Maysville, Ky. 

Harotp E. BozartH, trust officer of 
BORDENTOWN (N. J.) BANKING Co. 

PAuL M. ELIoT, president of FARMERS 
Savincs & Trust Co., Mansfield, Ohio. 

JAMES C. FENHAGEN, chairman of the 
investment committee of FIDELITY-BALTI- 
MORE NATIONAL BANK & TRUST CoO. 

PAYSON G. GATES, trust officer of 
BANKERS TRUST Co., New York. 

Harry H. Ponp, chairman, board of di- 
rectors, PLAINFIELD (N. J.) TRUST Co. 

IRVING P. REXFORD, president of CROWN 
Trust Co., Montreal 

ANDREW DE RITTER, senior vice presi- 
dent, First NATIONAL BANK & TRUST 
Co., Paterson, N. J. 





TRUST DEPARTMENT 
ATTORNEY 


Excellent opportunity for a young attor- 
ney in the Trust Department of a medium- 
sized, growing southern California bank. 
Bank trust experience necessary. Write 
fully giving age, education, experience 
and salary requirements. Small photo- 
graph requested. 


Personnel Department 
Union Bank & Trust Co. 
760 South Hill St. 
Los Angeles 14, Calif. 
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Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


Los Angeles bank needs young lawyer 
with trust experience. See ad below. 


Mid-west trust institution seeks trust 
investment officer. See ad H-53-1 


Florida bank desires trust officer with 
accounting and tax experience. See ad 
H-53-2 

Trust administrator with large New 
York bank, experienced in administra- 
tion of estates and trust in various juris. 
dictions, will relocate for better oppor- 
tunity. 53-3 


Trustman-attorney, intensive N. Y. C. 
probate law experience and two years 
trust department, seeks permanent con- 
nection with opportunity, in trust work 
or law. Interested in all phases of trust 
work including advertising and new busi- 
ness. Law experience includes ancillary 
administration of civil law estates. Pre- 
fers east. 53-4. 


Executive with over 35 years’ experi- 
ence in all phases of banking and trust 
work seeks new connection, as result of 
bank merger, as trust official or as- 
sistant to top bank management. 52-3 


A 2 # 
BANKING A “PRESTIGE”? OCCUPATION 


Medicine, law, education, and banking, 
in that order, outrank journalism as 
“prestige” occupations in the opinion of 
New York high school editors, according 
to a survey by “News Workshop,” student 
publication of the New York University 
department of journalism. Most of the 
editors rated the architect, the ae- 
countant, the salesmen, and the secretary 
as below the journalist on their social 
scale, 

AaA & 


@ Guilford N. Askew, assistant vice 
president in the corporate trust division 
of the Harris Trust and Savings Bank, 
celebrated his 30th anniversary with the 
bank on February 10. He is a director 
of the Community Chest and a director 
and treasurer of the Community Concert 
Association. 





TRUST INVESTMENT OFFICER 


Mid-west Trust Company offers an attrac- 
tive opportunity for a qualified man. Must 
have broad knowledge of security analysis 
and account management and should be 
familiar with trust investment principles 
and operation. Applicants should present 
complete resume of background and sal- 
ary requirements. 


Box H-53-1, Trusts and Estates 
50 East 42nd St., New York 17 














TRUSTS AND ESTATES 
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THE CAPITALABOR TEAM 


StocK OWNERSHIP BY UNIONS AND PAR- 
TICIPATION IN MANAGEMENT* 


In order to give our people more se- 
curity we set up a death benefit and in 
1927, a pension fund for them. One of 
the most important aims of our Brother- 
hood today is to establish our pension 
fund on a sound basis so that we may 
keep faith with every old-timer who 
looks forward to receiving his pension 
some day. Where our pension fund is 
concerned, I and the other officers of 
our union no longer remain labor leaders, 
we become trustees of that fund with a 
sacred obligation to handle it carefully 
and with full measure of security. 


In 1946 our employers in the contract- 
ing field signed an agreement with us to 
assume their share of the pension load, 
and our fund has grown from $1,886,000 
to $43,000,000 today. This has only been 
accomplished by a successful investment 
program. 


This may look very good, but our pen- 
sion rolls are rising sharply. In 1946 we 
had 2,473 persons on pension; today 
there are 6,134. In 10 more years our 
actuaries estimate that 22,500 members 
will be eligible for pension which means 
that $18,500,000 will be needed to pay 
our pensions for one year. With this 
responsibility staring us in the face, our 
investment program becomes more and 
more important. 


As of the present time, corporate bonds 
(that is, Moody’s AAA Bonds) are giv- 
ing us average yield of 2.89%. The aver- 
age current yield on industrial stocks 
(based on the Dow-Jones averages) is 
434%. This briefly tells the reasons why 
common stocks have an important place 
in our investment program. Our funds, 
to be properly invested, should be based 
upon proper diversification between 
bonds, preferred stock and common 
stocks. 

We make our purchases of common 
stock for the primary purpose of re- 
ceiving a reasonable return on our funds, 
realizing that there will be market fluc- 
tuations in the months and years to come. 
We are concerned about the stability of 
the income, more than we are concerned 
about changes in market prices. Pur- 
chases of high-grade equity securities 
will make it possible for our funds to 
participate in the future growth of the 
earnings of your companies. 


It is not our policy now, nor at any 
time, to endeavor to interfere with man- 





“Excerpts from a talk by J. Scott 
Milne, International President, Interna- 
tional Brotherhood of Electrical Workers 
(AFL), before Chicago group of Amer- 
ican Society of Corporate Secretaries, 
Jan. 1955. 
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agement. It has been surprising to many 
people to learn the stand that the Inter- 
national Brotherhood of Electrical Work- 
ers has taken with regard to public 
power. We want private utilities to sur- 
vive. We want to work with them and 
bargain with them without government 
interference. Thus the officers of our 
union, with our members united behind 
us, have in many instances joined our 
employers in fighting government en- 
croachment in the utility field. 


As stockholders, we are only inter- 
ested in getting a fair return on our in- 
vestments in order to build up our pen- 
sion funds and keep faith with our mem- 
bers. . . . Since we have become more 
active in investing our funds, we have 
most certainly come to understand better 
many of the problems of management. 
We have learned a little something about 
“walking in your moccasins.” 


We will continue to purchase common 
stocks on practically the same basis that 
your trustees invest your funds, but it 
is my personal strong feeling that we 
should not now, or at any time, interfere 
with your management, or use our power 
through the holding of your stocks to 
interfere with your normal operations. 


EMPLOYEES TO OWN COMPANY 
THROUGH PROFIT SHARING 


Plans are complete for a profit-sharing 
trust under which ownership of the 
$3,000,000 Drilling & Service, Ine. will 
eventually be turned over to employees of 


the firm. The plan calls for the company 
to contribute to the trust an amount 
equal to 50% of its net profits each year, 
but limited to 15% of the total compensa- 
tion paid to participating employees. Em- 
ployees will not contribute. 


Company contributions will be invested 
in two separate Funds, a “Company 
Stock Fund” and a General Investment 
Fund, according to each employee’s selec- 
tion. As Company stock (now owned by 
five individuals) becomes available, it 
will be purchased through the Company 
Stock Fund. Eventually, it is planned 
that the 1,000,000 shares of Company 
stock will be opened by the employees 
themselves. The firm now has 90 em- 
ployees. 


Company contributions will be turned 
over to the Republic National Bank of 
Dallas as trustee, and invested in com- 
pany stock or other investments, as di- 
rected by an Advisory Committee of em- 
ployees. 


Paralleling the profit-sharing plan, the 
company has inaugurated a_ special 
training program for new executives 
moving up to replace present officers. 


StcK LEAVE AND INSURANCE PLANS 
STUDIED 


Company-paid sick leave and group 
insurance are providing compensation 
against sickness and disability wage 
losses for 80% of the workers in 9638 
companies surveyed recently by the Na- 
tional Industrial Conference Board. Some 
companies use a combination of methods 
to provide a continuous flow of income 
to sick or disabled personnel. One fourth 








EMPLOYEES TO OWN FIRM 


C. L. Deely, left, president of Drilling & Service, Inc., signs trust agreement for profit- 

sharing plan under which ownership of the $3,000,000 Dallas firm éventually will be turned 

over to its employees. Others, left to right, are Bill Short, executive vice president, Drilling 

& Service, Inc.; J. W. Bullion, member of the legal firm of Thompson, Knight, Wright & 

Simmons; R. R. Ferguson, vice president and trust officer, Republic National Bank, trustee, 
and Miss Eleanor Johnson, secetary-treasurer of the Drilling firm. 
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of the 468 firms reporting on salaried 
workers provide both formal sick leave 
and group insurance, while about 9% 
of the 495 firms reporting on hourly em- 
ployees have these dual benefits. 


The Board found that many companies 
give direct cash payments to employees 
in order to supplement workmen’s com- 
pensation benefits. Most firms provide a 
cash payment, which, when added to 
compensation benefits, equals full pay 
for periods ranging from one week to the 
entire length of disability. Thirty per 
cent of the companies give full pay in 
addition to workmen’s compensation to 
salaried employees, while 13% provide 
this same benefit for hourly employees. 


Abuse of sick leave benefits is not a 
serious problem, according to 90 indus- 
trial relations executives reporting on 
this point. Abuses are held to a minimum 
by sensible administrative safeguards 
and by employee discretion, the most 
common protection being the doctor’s 
certificate which an employee must sub- 
mit when he returns to work. 


REPAYING THE COLLEGES 


Among the many ways industry has 
‘found to give financial assistance to the 
nation’s privately endowed colleges and 
universities is CBS Foundation’s offer, 
to the institutions from which 14 of its 
executives graduated, of an amount 
roughly equal to the difference between 
each man’s tuition fees and the actual 
cost of his education, estimated at $2,000 
per year. A similar arrangement is 
planned for future years. 


General Electric Educational and Char- 
itable Fund matches the gifts of any 
of its 23,000 college graduates to their 
respective alma maters (540 schools 
represented) up to the amount of $1,000, 
provided contributors have been with 
GE for at least a year, and make a cash 
gift — not just a pledge — in 1955. Con- 
tinuance of the program will depend on 
the experience of the current year.. 


At Stamford University, which owns 
9,000 acres, ground has been broken for 
a $15,000,000 fifty-store regional shop- 
ping center; sites have been assigned to 
a number of industries, but most of the 
area — other than the 4,000 acres re- 
served for the campus — will go into 
a residential development. Since the Uni- 
versity cannot sell the land, it is offered 
on long term leases. Current industrial 
lessees include Varian Associates, East- 
man Kodak, General Electric, Preformed 
Line Products and Willys Motors. When 
Senator Leland Stanford established the 
institution in memory of his son, he pro- 
vided a $21,000,000 endowment which has 
since grown to $47,000,000 giving Stan- 
ford twelfth place among the country’s 
endowed universities. 


The du Pont company recently an- 
nounced establishment of a $291,000 fund 
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STATE OF THE NATION DINNER IN WASHINGTON 


Vice President of the United States Nixon presents the 1954 Silver Quill Award of 
NATIONAL BUSINESS PUBLICATIONS, INC., — highest tribute of the Business Press 
— to Former President Herbert Hoover for distinguished services to business and industry 
through his leadership in the planning, programming and progress of the Commission on 
Organization of the Executive Branch of Government, L. to R., Robert E. Harper, Presi- 
dent, NBP, Mr. Nixon, Mr. Hoover, Harvey Conover of Conover-Mast Publications, 





for grants to universities and colleges as 
part of an $800,000 program for 1955-56. 
The fund is directed particularly toward 
improvement in the teaching of sciences 
and mathematics. The full program in- 
cludes $279,000 earmarked for funda- 
mental research. 


REPLACING BRAWN WITH BRAINS 


The word “management” has replaced 
“capitalist” and the old phrases “rights 
of capital’ and “capital vs. labor” have 
about disappeared. Management has not 
only penetrated government with the 
Eisenhower administration, but accord- 
ing to Peter Drucker (The Practice of 
Management, Harper Brothers, New 
York. $5) will become still more im- 
portant with the development of auto- 
mation. Business Week suggests that 
“the demands it (automation) will make 
on management skills may mean that 
nations will survive or die on the skills 
of their management men.” 


The responsibility of management is 
not only to boards of directors but to the 
American people as a whole, Alexander 
R. Heron, vice president of Crown Zeller- 
bach Corporation, wrote in the Novem- 
ber 1954 Advanced Management. The rea- 
son: they are responsible for maintain- 
ing the American economy — “They hold 
their jobs because the people of America 
still trust private management to operate 
the American economy .. . If private 
management does not meet the essential 
demands which our nation places upon 
its economy, private management will 
lose the job of managing the economy.” 


A three week course on Executive Com- 
munication has been added to the cur- 
riculum of the American Management 
Association’s School of Management. The 
spring seminar schedule of the Associa- 
tion, just announced, comprises 148 dis- 


cussion groups on 122 different sub- 
jects, mostly in New York, but some in 
Chicago, Los Angeles and Dallas. More 
than 2,500 business executives are ex- 
pected, 


The group which made the study was 
headed by James H. Robins, president 
of American Pulley Co., Philadelphia. 


AFL PLANS PREVENTION 
RACKETS 


OF WELFARE 


A program for eradicating welfare 
fund rackets has been sent to all affili- 
ated unions from the AFL headquarters 
staff under direction of president George 
Meany and secretary-treasurer William 
F. Schnitzler. It therefore reflects the 
thinking of some of the men who will 
shortly be the heads of a combined labor 
movement. Heads of local unions are 
asked to review the proposals and submit 
any suggestions for changes to a com- 
mittee in charge of David Dubinsky, 
president of the International Ladies 
Garment Workers Union, and first prom- 
inent unionist to advocate legislative 
action against welfare abuses. The com- 
mittee will report to the AFL Executive 
Council on May 2. 


Among the proposals are: a ban on 
fees from a welfare fund to a full time 
union officer; prohibition of “compromis- 
ing ties” with insurance carriers and 
others; prosecution of trustees who have 
received “improper payment;” indepen- 
dent audits; submission of detailed ac- 
counting to all union members; a ban on 
investing funds in the business of any 
contributing employer, fund trustee, or 
bank or insurance company used by the 
union; evaluation in each case of the 
best form of welfare program; the let- 
ting of insurance contracts through com- 
petitive bids together with thorough in- 
vestigation. 
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Preservation of Records in 
Custodial or Fiduciary Capacity 


An interpretation of the phrase “unless 
held in a custodial or fiduciary capacity” 
which appears in Section 1 of the Uni- 
form Photographic Copies of Business 
and Public Records as Evidence Act and 
subparagraph (b), Section 1732, Title 
98 U. S. Code, was recently furnished to 
counsel for the California Bankers Asso- 
ciation by the National Conference of 
Commissioners on Uniform State Laws. 
Subparagraph (b) reads: 


If any business, *** has kept or recorded 
any writing *** and in the regular course 
of business has caused all or any of the 
same to be *** reproduced *** the ori- 
ginal may be destroyed in the regular 
course of business unless held in a cus- 
todial or fiduciary capacity or unless its 


difference between the regular business 
of banking and the operation of a trust 
and that the trust papers which at least 
in equity belonged to the beneficiaries 
should be primarily preserved. If the 
trust was terminated or a new trustee 
was selected it was felt that they should 
have the original papers and not just 
their microfilmed reproduction. 

“The same situation applies where a 
bank is merely the custodian of papers 
left with them for safekeeping or for 
other purposes. Ordinarily papers left 
for safekeeping are kept by the person 
who deposits them in his safety deposit 
box. However, it is conceivable that 
papers might be left by a person with 
a bank, probably in their trust depart- 
ment, simply to be held by them as a 
custodian until their redelivery was re- 


trust operations in which the beneficiary 
may ultimately receive back all of the 
papers and records and would not be 
very happy about receiving microfilm 
copies. The trustee, the custodian, or the 
person or institution serving in a fidu- 
ciary capacity is holding papers which 
are not in reality his own property but 
are the property of another and the 
Commissioners felt that in such situ- 
ations they should be held intact. 


“The Photographic Record Act was 
designed primarily as a companion act 
to the act making the records of business 
transactions reported in the usual course 
of business admissible in evidence. In the 
handling of the regular business of bank- 
ing or any other business, calling or pro- 
fession in which the microfilming process 
was used as a regular part of the busi- 
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Judge Lefever on 
Pennsylvania Trust Program 


Hon. Mark E. Lefever, an Orphans’ 
Court Judge of Philadelphia County, 
will address the opening session of the 
28th Annual Trust Conference of the 
Pennsylvania Bankers Association Trust 
Division at the Penn-Harris Hotel, Har- 
risburg, on April 1. Judge Lefever will 
cover the effects and experiences under 
fiduciary legislation in recent years, 
with special emphasis on the Fiduciaries 
Act of 1949 and its amendments. 

Robert L. Myers, Jr., Pennsylvania 
Secretary of Banking, will speak at the 
meeting. The morning session of the 
conference will be rounded out with 
reports of Trust Division committees. 
The afternoon session will hear an ad- 
dress on “Problems of Money Manage- 
ment” by L. Merle Hostetler, director of 
research, Federal Reserve Bank of Cleve- 
land. PBA President Sidney D. Kline, 
a past Chairman of the Trust Division, 
will also speak at the conference. 

All other committees will make their 
annual reports at the afternoon session. 

George M. Fehr, trust officer, Com- 
monwealth Trust Co. of Pittsburgh, is 
Trust Division Chairman. 

A 
Banks Issue Welcome to 


Students 


The three banks in Charlottesville, 
Va.,—Citizens Bank & Trust Co., Na- 
tional Bank & Trust Co. and Peoples 
National Bank—have jointly sponsored 
a folder for college students at the Uni- 
versity of Virginia which provides a 
useful and legible map, lists the points 
of interest to the students and/or their 
families, and includes statistical in- 
formation. The main offices and 
branches of all local banks are plainly 
located on the map. Another section of 
the folder describes banking services 
available to students and gives a list of 
“Hints on Using Banks.” 
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preserve the traditions of the Fifth Avenue 


The Bank of New York’s vice chairman John I. Downey and president Albert C. 


Sim- 
monds, Jr., inspecting scale model of new 25-story building which will house the Fifth 
Avenue Office between 44th and 45th Streets. A farewell week of Open House was held 
February 21-25 in the old Fifth Avenue Bank building (pictured upper center) erected in 
1890 and now to be demolished to make way for the new structure which will be built 
and owned by Metropolitan Life Insurance Co. It is the Bank of New York’s policy to 


Bank, which was merged in 1948, and the 


elegant furnishings of the Ladies’ Parlor are to be reinstated in the new quarters. 











PBA Publishes Direct Mail 
Advertising Manual 


The new manual on Direct Mail Ad- 
vertising for Banks, published by the 
Educational Foundation of the Penn- 
sylvania Bankers Association includes 
a section on the Trust Department. It 
presents direct mail as the “outstanding 
medium in trust advertising.” The com- 
piling and maintenance of lists is thor- 
oughly discussed, and three paragraphs 
are devoted to the monthly or quarterly 
periodical, “the biggest event in trust 
advertising in recent years.” An appen- 
dix to the manual contains “Reliable 
Direct Mail Data,” useful to banks but 
applicable to a wider field, in which 
such matters as form of mailing, color, 
reply envelopes or cards, postage, and 
letterheads are discussed. 


Trust Officer Instructs 
Homemakers 


When Henrico County (VA.) Home 
Demonstration Club leaders met in 
Richmond last month for a three hour 
training session on “Business Matters 
Which Homemakers Should Under- 
stand,” one of the speakers was B. 
Walton Turnbull, trust officer of State- 
Planters Bank & Trust Co., Richmond. 
He discussed family financial planning, 


wills, inheritances, credit and _ invest- 
ments, and answered questions from the 
forty-six leaders, who represented 


twenty-three clubs with total member- 
ship of 650 women. Albert T. August, 
Jr., assistant cashier at State-Planters, 
explained banking services, and John E. 
Woodward, Jr., explored the subject of 


insurance. 
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Trusteed Home for Older 


Gentlemen Gets New 
Building 

The James C. King Home for older 
gentlemen, a private, non-sectarian insti- 
tution established under a testamentary 
trust with The Northern Trust Co. of 
Chicago as trustee, has recently achieved 
the fulfillment of a long-time dream in 
the opening of its attractive new quar- 
ters in Evanston. The first building, oc- 
cupied in 1911, provided a club-like home 
for 83 residents. The new building, 
erected in a similar residential area, but 
near shopping centers, churches and 
other outside interests, can house 84 
men and provides a library, billiard room, 
hobby room, and on the top floor a com- 
































work, one using his technical knowledge 
for the Army Ordnance Department, for 
example, and another returning to the 
teaching ranks in downstate Illinois. One 
of the admission policies — that prefer- 
ence be given to those who, personally 
or through relatives or friends, contri- 
bute $1,000 — emphasizes the same spirit 
of self-reliance, and at the same time 
recognizes the fact that with increasing 
demand for the Home’s facilities and con- 
stantly rising costs, more and more de- 
pendence must be placed on contributions 
from members and friends. 


During its more than 40 years of ser- 
vice the Home has provided pleasant liv- 
ing for a total of 570 residents. The 
present members, although all are long- 
time residents of the Chicago area, repre- 
sent 12 states and six foreign countries. 
Their ages range from 90 to 73. 


A A A 


Rocky Mount Banks Establish 
Charitable Foundation 


A community trust entitled the 
“Rocky Mount Foundation” has been 
established by Planters National Bank 
& Trust Co. and Peoples Bank & Trust 
Co., both of Rocky Mount, N. C., which 
will act as trustees in the management 
of charitable gifts and bequests received 
by the Foundation. Expenditures will 
be supervised by the Foundation Com- 
mittee, subject to the instructions of 
donors and testators. If at any time the 
original purpose of a fund shall become 
obsolete, the Committee is authorized to 
take such action as will keep the fund 
effectively employed. 





Audit Controls for 
Community Chests 


Audit procedures designed to safe- 
guard the assets of charitable funds and 
foundations are detailed in a compre- 
hensive manual published last month 
by the New York Community Trust. 
Under the title, “Accounting for a Com- 
munity Trust,” the manual prepared by 
Louis Englander, C.P.A., sets forth the 
successive steps in the managerial hand- 
ling of philanthropic funds by the 
three components of a Community 
Trust: the trustee banks which invest 
the assets, the distribution committee 
which authorizes appropriations and 
the executive office that supervises ad- 
ministrative activities. The New York 
Community Trust has already put the 
proposed procedures into effect. 


Commenting on the manual, Direc- 
tor Ralph Hayes said: “It is gratifying 
that the recent state and Federal in- 
quiries relating to charitable funds and 
foundations produced nothing in the 
least degree, critical of any Community 
Trust. Nevertheless, we should be at 
continuing pains to spell out, both to 
official agencies and to the general 
public, the nature and adequacy of 
our fiscal procedures. .. This frankly 
technical statement does not address 
itself to the prudence of the investments 
by our Trustees or the quality of the 
appropriations by our Distribution 
Committee. It does focus on the method 
by which continuing control over our 
assets is maintained.” 
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The original James C. King Home for Old Men in Chicago built 








The new Home in Evanston, 
occupied in 1954. 





ON THE PUBLICITY FRONT 


Newspaper Advertising 


“The Type for Orchids” in an ad of 
First & Merchants National Bank, Rich- 
mond, Va., entitles the case history of 
a “sensible wife and mother” who had 
a “rare talent with plants.” She was 
about to start raising orchids, when her 
husband died “leaving her full respon- 
sibility for a large and complicated es- 
tate.” The problem was solved when 
she turned to the bank’s trust depart- 
ment, which now manages the estate 
for her and supervises her investments. 
Her orchid growing is proving success- 
ful “and a valuable healing agent in a 
time of loneliness.” 


“Three Keys to Investment Manage- 
ment” are set forth in three successive 
ads by Guaranty Trust Co., New York, 
as Knowledge, Judgment and Personal 
Interest. The Trust Company’s posses- 
sion of each of these qualities is dis- 
cussed in the ads, in the form of repro- 
ductions of letters signed by Vice Presi- 
dent A. Nye Van Vleck. The third in- 
stallment also offers a booklet on In- 
vestment Service. 


“Harp Not Unless You Know The 
Strings. . .” This ancient proverb, ap- 
propriately iilustrated, is used by The 





This proverb is many centuries old — 
but it is sound advice today, 
for every owner of property. 


Pennsylvania Company for Banking & 
Trusts to explain the misfortunes that 
befell the family of a man who decided 
he didn’t need a will. His reasoning 
was that his wife would get everything 
anyway—but in Pennsylvania a widow 
gets one third and the rest goes to the 
children, and cannot normally be used 
for any of the mother’s living expenses. 
“So because a husband proceeded with- 
out ‘knowing the strings’ his wife is 
left with less than she needs.” ; 

“How does your life insurance fit 
now?” inquires Worcester (Mass.) 
County Trust Co., picturing a man who 
has very much outgrown his suit of 
clothes. After a brief discussion of the 
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subject, the reader is asked “What 
should you do?” and the answer given: 
“Talk with your life insurance under- 
writer, talk with your lawyer, and talk 
with us. Life insurance is an important 
part of your estate plan. Be sure it fits.” 


“Pursued by a Paradox” entitles the 
discussion by United States Trust Co., 
New York, of a dilemma which faces 
a number of trust institutions. They re- 
port that “a fair number of people who 
might logically entrust their funds to 
us for investment say: ‘My holdings 
are too small to interest you.’ Yet, very 
often they have substantially more than 
our average trust account. . . . Some 
very wealthy people say, ‘I’d rather have 
my securities with a BIG organization.’ 
How big is BIG? We are responsible 
for investments that run into the bil- 
lions. Yet each individual investment 
problem—in the millions or thousands— 
seems big to us till it’s solved. Maybe 
we’re neither too big nor too small, but 
just right for you.” 


“The Case of the Wrong Symbol” 
($ instead of %) was the story of the 
will of John Anon, presented in an ad 
of Boston Safe Deposit & Trust Co. 
John was worth about $800,000 when 
his will was drawn, left $75,000 to each 
of two brothers and the rest for his wife 
and two children. But when he died, 
his assets had shrunk to about $250,000, 
but the executor still had to pay the 
bequests, leaving the widow only $100,- 
000. The reader is asked about his own 
will . . . if he is sure he has “taken 
every precaution to avoid estate dangers 
and to minimize dollar shrinkage.” 


“An I. M. account,” is the theme of 
an ad of Fiduciary Trust Co., New 
York, describing investment manage- 
ment service. After explaining what such 
an account offers, the ad continues, 
“This Trust Company is an organiza- 
tion which, from the start, has special- 
ized in Investment Management. An I. 
M. Account makes this organization 
available to you now, during your life- 
time, without creating a trust.,Such an 
account is simple to open and may be 
closed at any time.” 


“$25 million tax saving shows value 
of Estate Analysis,” announces an ad 
of Huntington National Bank, Colum- 
bus, Ohio, which quotes the gross value 
of 192 estates analyzed as $88 million, 
the potential tax liability as $40 million, 
and the tax liability after proper estate 


planning as $15 million. The ad «&. 
plains that “we do not make estate 
plans. That is for you and your attor. 
ney. But we do make the estate analy. 
sis which is the essential preliminary 
and guide to every sound estate plan,” 


“Helping you build security”—with a 
plumb bob reflecting the picture of 
father and son reading together—Union 
Trust Co., Washington, D. C., offers the 
assistance of its trust officers for “care. 
ful study of the factors involved” and 
in planning objectives. It adds, hoy. 
ever, that “Their assistance does not 
stop with planning. Continuing manage. 
ment of your investment program js 
also an important part of the service 
they offer.” 


“They really did a job for me,” the 
man in the telephone booth is saying. 
Pictured in an ad of Grace National 
Bank, New York, he explains to his 
friend on the other end of the line, 
“Last year I decided to turn the man- 
agement of my securities over to Grace 
National Bank, and it proved to be one 
of the wisest moves I ever made. They 
really did a job for me in setting up a 
solid, well-rounded investment _pro- 
gram.” The remainder of the text gives 
the reader more information about this 
type of service at the bank, where the 
“completely personalized _ attention” 
given to every account can be valuable 
“if other responsibilities prevent you 
from giving your investments the time 
and study they deserve.” 

“Modern Protection . . . for those 
you love” is pictured as an insurance 


policy armed with helmet, sword and 
shield in a Fort Worth National Bank 





ad. The text contrasts the day of a 
man’s “strong right arm, his sword 
and shield protecting his family from 
the foe” with the “more subtle but 
effective means” of a modern, planned 
insurance program. The reader is ad- 
vised to counsel with his life under- 
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writer and to “ask him to explain the 
possible benefits and advantages of a 
life insurance trust.” 


“It’s time for Will review” announces 
an ad from National Newark (N.J.) & 
Essex Banking Co. which pictures a 
watch at four minutes after five. Refer- 


( 


ring to the “thousands of hours for 
work, relaxation, thoughtful planning” 
which lie ahead in the course of a year, 
the ad asks if the reader will “use a 
few of these hours to put your financial 
affairs in order and write or revise your 
Will,” whieh “may be one of the most 
important things you've ever done for 
your family.” 


“The First National Bank & Trust 
Company (Tulsa) Announces the Es- 
tablishment of Common Trust Fund 
‘A’” in an ad which explains that it 
offers “investment diversification and 
increased earnings” to smaller trusts. 
The ad explains some of the limitations 
($100,000 maximum individual partici- 
pation, bona fide trusts of which the 
bank is trustee) and for those who want 
further information, suggests a personal 
visit to the trust department. 
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Forums 


A forum for women on February 28 
was sponsored jointly by First National 


| & Bank, Bluefield, West Virginia, and the 
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Women’s Club Council. The forum was 
held as one of the features of Know- 
Your-Bank-Week. The subject of “Wills 
and Estates” was presented by L. Bur- 
well Gunn, vice president and trust 
officer of State-Planters Bank & Trust 
Co., Richmond, Va. 


A series of forums for men was re- 


cently completed by St. Joseph Valley 
Bank, Elkhart, Ind. 


Booklet 
“The ABC’s of Retirement Plans,” a 


new booklet written for laymen, has 
been compiled and published by the 
trust department of Republic National 
Bank of Dallas. In question and answer 
form the booklet covers the problems 
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usually presented by businessmen who 
want information about retirement 
plans—the main differences between 
pension and profit-sharing plans, the 
primary methods of providing benefits 
and who participates, the possibility 
of a combination pension and profit- 
sharing plan, and whether a plan may 
be changed or terminated. Tax advan- 
tages also are discussed. 


A ninth grade essay contest, to be 
repeated each year, on how the bank 
helps the community led to the spon- 
soring institution—Home State Bank, 
Jefferson, Iowa—issuing a booklet for 
the children entitled “How the Bank 
helps me, and Mother and Dad and the 
neighbors, too.” The booklet, which 
includes the usual banking services, has 
a section on savings and one on safe 
deposit boxes, but does not cover trust 
services. It should be possible, however, 
to present the fundamental functions of 
executors and trustees in terms suitable 
for the ninth grade. 


A booklet on services of trust com- 
panies—the first of its kind—has been 
published by the Trust Companies As- 
sociation of Canada under the title 
“About Canada’s Trust Companies and 
their services.” Pocket-sized and _illu- 
strated on every page, the 16-page 
pamphlet explains how Canada’s trust 
companies—with $4.5 billion dollars of 
assets under their administration—dif- 
fer from the banks. In easy-to-read 


question and answer form, the reader 
is told about the size of individual ac- 
counts, restricted and discretionary 
types of trustee investments, and the 
settlement of estates, including typical 
fees for estates and trusts varying in 
duration and in value from $11,000 to 
$190,000. Two pages set forth the chief 
advantages obtained by employing a 
trust company as executor or trustee, 
another page tells what a trust company 
can do for you “now or in the future,” 
and one page is devoted to trust com- 
pany services for “companies, corpora- 
tions, charitable and other organiza- 
tions.” 


Films 


“Banking Without Bicarbonate” — a 
new, 13-minute Financial Public Rela- 
tions Association sound slidefilm—pre- 
sents both the wrong way and the right 
way to train personnel. The six “magic 
steps” of its successful training pro- 
gram are presented as Prepare yourself, 
Prepare the workplace, Prepare the 
worker, Show the trainee what you are 
doing and tell him why, Have the 
trainee show and tell you about the 
work, and Keep interested in the 
trainee. The film is suggested not only 
for the bank officers, but for use with 
customers and business and _ service 
clubs. Complete information can be ob- 
tained from the Association at 23] 


South LaSalle St., Chicago 4. 








The president of one bank appeared as the guest star of a competing bank’s television 
show last month when Harris Trust & Savings Bank, Chicago, wanted to do a banking 
story in its industrial series, “This is the Midwest.” Each week one industry is presented 
by means of film, studio demonstrations and the appearance of a leading spokesman for the 
featured industry. On this occasion the Harris Trust invited Homer J. Livingston, president 
of American Bankers Association and of First National Bank, Chicago. The Chicago press 
took favorable notice of the amicable relation of the competing banks. (L. to r) Fahey 
Flynn, narrator; Mr. Livingston; Kenneth V. Zwiener, president of Harris Trust; and 
Thomas H. Coulter, chief executive officer of the Chicago Association of Commerce, which, 
with CBS, co-produces the show. 
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Books 


The Law of Decedents’ Estates 


MAX RHEINSTEIN. Bobbs-Merrill Co., In- 

dianapolis 7. 875 pp. $10. 

It is refreshing, in these days of peda- 
gogic leanings toward taxation for other- 
than-revenue purposes and _ neo-social 
theories on the distribution of wealth, to 
find this statement in a book intended 
primarily (but not exclusively, as will be 
explained) for law students: 


“A certain ‘lawyer’ is reported to have 
been outraged when, as he expressed it, 
all of a wealthy fellow-citizen’s estate 
‘was dissipated into the pockets of the 
heirs.’ This is exactly where an estate be- 
longs, the pockets of those whom the de- 
cedent wishes to benefit. It is the task of 
the estate planner to see to it that it gets 
there, without friction, unnecessary ex- 
pense and delay. Estate planning is pre- 
ventive jurisprudence.” 


Professor Rheinstein has put together 
here something more than a collection of 
cases, text and materials on intestacy, 
wills, probate and administration. His 
approach is to discover the fundamental 
principles and evaluate the functioning 
of existing rules and devices. The volume 
is therefore valuable not only to the 
student in law school but to those practi- 
tioners who are lifetime “students” of 
their specialty. If this appraisal is cor- 
rect, there is justification for the author’s 
observation in the preface to the first 
edition that he has “tried to serve 
the needs of the legal draftsman” and 
that “If it were not so unorthodox 
I should have liked to entitle this 
book ‘How to Draft a Will’ or ‘How 
to Draft a Probate Act.’” (In the latter 
connection, a pocket insert sets forth the 
Illinois Probate Act.) This second edi- 
tion implements that attitude still further 
by adding a new and suggestive Part on 
Estate Planning and Will Drafting, 
which includes a specimen will furnished 
by a Chicago trust company. Of perhaps 
equal utility is the immediately preced- 
ing Part, aptly titled “Transactions to 
Eliminate or to Influence the Course of 
Inheritance.” 


Alexander’s Federal Tax Handbook 


Edited by ROBERT M. MUSSELMAN & 

DOUGLAS D. DRYSDALE. The Michie Co., 

Charlottesville, Va. 975 pp. plus supplementary 

material $17.50 (pre-publication price). 

No pretense is made of an exhaustive 
treatment of Federal tax law. The pages 
in this loose-leaf bind do not number 
many more than those of the printed 
Code, a copy of which goes with the book 
for easy reference. Covering the entire 
range of the new statute, the editors 
could hope to accomplish no more than 
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CURRENT LITERATURE NOTES 


present a useful guide to the first answer 
on any Federal tax matter arising in 
the daily practice of attorney or ac- 
countant. 


While intensiveness must perforce 
yield to comprehensiveness within the 
limitations of space, the volume is never- 
theless full of practical suggestions, par- 
ticularly in respect of tax planning for 
business enterprises. The explanations of 
such matters as the rules for income 
taxation of complex trusts are, in the 
absence of definitive official regulations, 
made with expressed caution. But copy 
of the regulations and specimen forms 
are to be provided when issued. 


This is the kind of publication that 
must be seen to be appraised, and the 
publishers offer to send it on 10-day 
approval. 


Financial Public Relations 


HERMAN S. HETTINGER. Harper & Broth- 
ers, New York, 1954. 204 pp. $3.50. 


In this unusually thorough book the 
author has outlined the methods by which 
a corporation can maintain good relations 
not only with its own stockholders, but 
also with the financial community where 
investment opinion is so largely formed. 
Securities analysts are given particular 
attention. The author discusses annual 
reports, newspaper and periodical pub- 
licity, direct mail and personal contact, 
but all with a view to organizing an 
overall and continuing program. 


While the book is aimed at the great 
middle group of corporations, among 
which are many which are the largest in 
their own fields, attention is given also 
to the very small and the very large. 
Suggestions are practical and specific. 
Corporation public relations and financial 
officers will find this volume a valuable 
aid in the highly competitive art of gain- 
ing favorable attention from the finan- 
cial community, as well as in meeting 
the growing demand of stockholders for 
enlightenment on the plans and accom- 
plishments of management. 


ARTICLES 


How 1954 Code Works in Planning 
an Estate Today 

H. GENE EMERY & ROBERT S. ASHBY. 

Journal of Taxation, Feb. 1955 (33 W. 42nd 

St., New York 36; $1.25) 

Using one set of facts for analyzing the 
major provisions of the Code affecting 
estate planning, the authors present the 
various possibilities as to arrangement 
of life insurance (with their income and 
estate tax consequences); questions 
raised by transfers of policies for value, 
annuities and endowments; possibilities 


under the marital deduction; effects of 
the new income tax rules for trusts; use 
of alternative modes of inter vivos trans. 
fers; and redemption of stock to pay 
death taxes. 







Estate Planning and the Internal 
Revenue Code of 1954 
MERLE H. MILLER & H. GENE EMERY, 


Notre Dame Lawyer, Dec. 1954 (Notre Dame, 
Ind., $1.25) 








After highlighting the pertinent pro. 
visions of the new tax law, the writers 
set forth a detailed estate plan for a 
typical client with a business interest. 








Clean-up Fund, Family Re-establish- 
ment and Settlement Options 






HARRY KRUEGER & THEO. P. OTYJEN, 
Journal of Chartered Life Underwriters, Winter 
1954 (3924 Walnut St., Philadelphia 4; $1.50) 







The use of income settlements, these 
authors point out, should not be stressed 
to the prejudice of liquid funds for the 
period immediately after death. Means 
of covering the family’s cash needs are 
discussed along with the questions of 
contingent beneficiaries, and proximate 
deaths. Flexibility can be arranged in 
the use of options for the initial period 
and still preserve their use.for the re- 
maining funds. 








Life Insurance Options and Marital 
Deduction 


LAWRENCE G. KNECHT. Journal of C.L.U.'s 
(Ibid). 





This is a survey of company practices 
respecting the form of endorsements on 
policies to qualify them for the marital 
deduction. The author offers two forms, 
one giving maximum flexibility to the 
spouse, the other restricting her freedom 
of disposition. 


Business Buy-Out Agreements with 
Life Insurance under New Code 
ROBERT J. LAWTHERS. Journal of C.L.U.’s 
(Ibid). 

There is now no tax advantage or dis- 
advantage as between the cross-purchase 
versus entity method of partnership in- 
surance. Abolition of premium payment 
test has removed fear that proceeds paid 
to succeeding partnership might in part 
be taxable in insured’s estate along with 
purchase price. As to corporations, ques- 
tions of cross-purchase remain but there 
are advantages in having insurance 
owned and paid for by the corporation. 


When the Named Insured Dies 


ARCH M. CANTRALL. The Practical Lawyer, 
Jan. 1955 (First issue of this new magazine, 
published at 133 So. 36th St., Philadelphia 4; 
$1.25) 


This is a helpful guide to the duties 
and responsibilities of an attorney re- 
garding a decedent’s fire, liability and 
surety policies, in determining the in- 
surable interests in decedent’s properties, 
which arise immediately at his death, 
and in procuring adequate insurance pro- 
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tection for the new owners, including the 
fiduciary. 


Public Policy Applied to Wills: The 

Modern Trend 

EDWARD J. GOULD. American Bar Assn. 

Journal, Jan. 1955 (1155 E. 60th St., Chi- 

cago 37; 75c). 

Here is an interesting study of re- 
cent cases in which the courts have de- 
nied effect to the testator’s intention 
because contrary to public policy. Con- 
ditions as to marriage, race and religion 
are more and more coming up for ad- 
judication and analysis of the decisions 
leads to the conclusion that the climate 
for testamentary racial and religious 
discrimination is growing chillier. 


Internal Revenue Code of 1954: 

Estate Planning 

A. JAMES CASNER. Harvard Law Review, 

Jan. 1955 (Langdell Hall, Cambridge, Mass.; 

$1.25). 

The second installment of this article 
(the first part was noted in the January 
issue) deals with employee benefits, in- 
come in respect of decedents, co-owner- 
ship, powers of appointment (with em- 
phasis on discretionary trusts), the mari- 
tal duction and charitable disposition. 


Buy and Sell Agreements 


JOHN H. OVERBECK, Jr. & JOHN M. TEE- 

VAN. Illinois Bar Journal, Jan. 1955 (424 

South Second Street, Springfield, Ill.; $1.00). 

The legal and tax consequences of 
various types of agreements are dis- 
cussed in this most comprehensive arti- 
de. Stock redemption, rule against per- 
petuities, fixing the price, valuation for 
tax purposes, income tax effects, unrea- 
sonable accumulation of surplus and pro- 
vision for liquidation damages are some 
of the topics covered. 


OTHER ARTICLES 


Internal Revenue Code of 1954: 
Trusts, Estates and Beneficiaries, by 
Sherwin Kamin, Stanley S. Surrey and 
William C. Warren: Columbia Law Re- 
view, Dec. 1954 (Kent Hall, Morning- 
side Heights, New York 27; $1.25) 


Federal Estate Tax Regulations under 
Powers of Appointment Act of 1951, by 
John E. Williams: Dickinson Law Re- 
view, Jan. 1955 (Carlisle, Pa.; $2) 


Rule against Perpetuities and Typical 
Oil and Gas Leases — Comment: Mich- 
igan Law Review, Jan. 1955 (Ann Arbor; 
$1) 

Taxation of Reciprocal Trusts — Note: 
Notre Dame Lawyer, Dec. 1954 (Notre 
Dame, Ind.; $1.25) 


Powers of Appointment and Drafting 
of Missouri Wills, by Lyle M. Allen, Jr.: 
Washington University Law Quarterly, 
Dec. 1954 (St. Louis; $1.25) 


Wills, Trusts and Administration in 
Missouri Supreme Court in 1953, by 
George W. Simpkins: Missouri Law Re- 
view, Nov. 1954 (Columbia, Mo.; $1) 


Louisiana Trusts as Business Operat- 
ing Devices, by Eugene A. Nabors: 
Tulane Law Review, Dec. 1954 (New 
Orleans 18; $2) 


Probate of Lost Wills in Louisiana, by 
Blake West: Ibid. 


A A A 


NEW MISSISSIPPI EDITOR 


@ Warren V. Ludlam, Jr., of Jackson, 
has been appointed contributing legal edi- 
tor for Mississippi. A member of the firm 
of Watkins, Edwards & Ludlam, he is 
currently president of the Estate Plan- 
ning Council of Mississippi. 
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Foundation Publishes Profit 
Sharing Bibliography 

“A Comprehensive Bibliography of 
Domestic and Foreign Books and Articles 
on Profit Sharing” was published in 
December 1954 by the Profit Sharing 
Research Foundation, Ill. The most im- 
portant recent works, both critical and 
favorable, are included. Compiled by the 
Foundation’s director, J. J. Jehring, the 
16-page pamphlet arranges the United 
States section of the bibliography under 
the headings of Books, Pamphlets, Arti- 
cles and Special Services. The Foreign 
section is classified by languages — Eng- 
lish, French, German and Miscellaneous. 
A four-page insert lists theses in this 
field written at American universities. 
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New York Trust New Business 
School June 6-10 


The 1955 session of the Trust New 
Business School sponsored by the Trust 
Division of the New York State Bankers 
Association, in cooperation with New 
York University, will be held at the 
University’s Law School, Washington 
Square campus, June 6-10. This year 
more emphasis will be put on teaching 
trust sales techniques to trust admini- 
strative men. Advance program and 
registration applications will be avail- 
able in April. 
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Calendar of 1955 Meetings and Schools 


American Bankers Association 


Executive Council 
Apr. 17-19; White Sulphur Springs 
Annual Convention 
Sept. 25-28; Chicago 
Western Regional Trust Conference 
Oct. 13-14; San Francisco 


Mid-Continent Trust Conference 
Nov. 3-4; Houston 
American Bar Association 
Probate & Trust Law Div. 
Aug. 22-24; Philadelphia 
American Institute of Banking 
May 30-June 3; Miami 
American Safe Deposit Association 
April 28-30; Richmond, Va. 
California Bankers Association 
May 22-24; San Francisco 


Financial Public Relations Association 
Nov. 14-18; Hollywood Beach, Fla. 


Graduate School of Banking, Rutgers U. 
June 13-25; New Brunswick, N. J. 


Illinois Bankers Association 
Trust Division Meeting 
April 29; Springfield 


Trust Development School 
August 7-26; Northwestern U. 


Indiana Bankers Assn. Trust Conference 
Apr. 25-26; Richmond, Ind. 


Investment Bankers Association 
Nov. 27-Dec. 2; Hollywood, Fla. 










Life Underwriters Assn. of Canada 
Mar. 28-29; Toronto 





Mississippi Bankers Association 
May 16-18; Biloxi 


National Association of Bank Auditors & 
Comptrollers 
Oct. 9-13; Denver 


New Jersey Bankers Association Public 
Relations School, Princeton U. 
Apr. 12-14; Princeton 


New York Trust Conference 















( 

Oct. 20-21; Albany der 
Oregon Bankers Association De 
June 5-7; Victoria, B. C. tra 
Pennsylvania Bankers Assn. Trust School He 
Dec. 9-10; Harrisburg rev 
Trust Division Conference ~ 
April 1; Harrisburg ra 





School of Banking of the South, of 
Louisiana State University 
June 5-18; Baton Rouge 


to 
in 


School of Financial Public Relations bec 
July 24-Aug. 6; Chicago to 
Texas Bankers Assn. Trust Conference tio 
Nov. 3-4; Houston fici 


Virginia Trust Conference 
Apr. 25-26; Richmond 


West Virginia Bankers Association 
May 28-June 2; Bermuda 









Wisconsin School of Banking 





A.B.A. Sponsors Magazine on 
Family Finances 


A new 16-page, two color, quarterly 
magazine on family finances, for dis- 
tribution by banks to their customers, 
was made available by the Public Rela- 
tions Council of the American Bankers 
Association this month. The magazine, 
“The Family Dollar,” provides its read- 
ers with practical facts about family 
finances and serves as a new-business 
and goodwill builder for the sponsoring 


banks. 


Each issue will contain articles deal- 
ing with family finances, money-saving 
ideas, and family living with a wealth 
of illustrations. The first quarterly is- 
sue contains suggestions on steps taken 
to make a loan at a bank, information 
about how to buy more home for the 
money, and the importance of making 
a will, the latter by Louis S. Headley, 
former president of the Trust Division. 


The format provides for bank im- 
prints and a page of financial advertis- 


ing. 
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Two Purse Executives 
Promoted eff 

The Purse Company, creators and pro-§ 
ducers of Trust Department advertising§ ™ 
for half a century, announced the pro- to 
motions of Ashley A. Purse to executive§ 4 
vice president and Julian D. Halliburtong ®° 
ta: 

He 

19 

ta: 

tri 

ce 

br 

of 

im. iff de 

ASHLEY A. PURSE J. D. HALLIBURTON in 

to vice president. Purse, educated at Rol- - 
lins College and University of the South br 
at Sewanee, is the third generation of his ti 
family to assume management respons- 
bilities. “e 
in! 

C 

Halliburton, former Atlanta attorney} = 
trust officer and tax specialist, was desig; vi 
nated as one of Atlanta’s One Hundred C 
Young Men of Tomorrow. ta 
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Option to purchase stock from dece- 
dent’s estate did not control valuation. 
Decedent created trust to which he 
transferred substantially all his estate. 
He reserved power to alter, amend or 
revoke trust. Prior to his death, dece- 
dent amended trust instrument giving 
his son-in-law the right to purchase 50 
shares of stock at $200 per share. Basis 
of amendment was decedent’s promise 
to allow son-in-law to purchase stock 
in corporation of ‘which son-in-law had 
become manager. Commissioner refused 
to limit value of shares subject to op- 
tion to $200 per share, but assessed de- 
ficiency contending that market value 
exceeded such amount. 


School 


ons 


ames 


once 


HELD: Commissioner sustained. Tax 
Court found no binding agreement be- 
tween decedent and son-in-law to sell 
50 shares of stock. Decedent’s promise 
was gratuitous and unenforceable dur- 
ing life. Trust amendment did not create 
enforceable option, since decedent re- 
served power to revoke trust. Accord- 
ingly, he could have withdrawn option 
prior to death with no liability to son- 
in-law. Trust amendment did not take 
effect, as enforceable option, until de- 
cedent’s death. Since there was no life- 
time restriction on the shares subject 
to option, the right given to son-in-law 
was testamentary in character and does 
not control valuation of shares for estate 
tax purposes. Estate of Harry W. 
Hammond, T.C. Memo., 1955-25, Jan. 31, 
1955. 
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Deduction for property previously 
taxed cannot exceed value of net dis- 
tributable estate of prior decedent. De- 
cedent, who was sole beneficiary of 
brother’s estate, died within five years 
of brother’s death. Decedent’s executors 
deducted, as property previously taxed 
in brother’s estate, an amount equal in 
value to assets included in decedent’s 
estate which were also includible in 
brother’s estate. Amount of this deduc- 
tion exceeded net value of brother’s es- 
tate after deducting all expenses, state 
inheritance and Federal estate taxes. 
Commissioner assessed deficiency con- 
tending that deduction for property pre- 
viously taxed, under Sec. 812(c) of 1939 
Code, could not exceed net value of es- 
tate after deduction of debts and taxes. 


¢ 
SSS ce) 


JRTON 
at Rol- 
2 South 
n of his 
ssponsi- 


ttorney: 
s desig- 
[undred 





eSTATES 


Marcu 1955 





FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Tax Attorney, Newark, New Jersey 


HELD: Commissioner sustained. Tax- 
payers argued that deduction could ex- 
ceed net estate. Since income of estate 
was used to pay expenses and taxes, 
value of property should not be reduced 
by such liabilities. Additionally, it was 
claimed that State inheritance and Fed- 
eral estate taxes are not proper deduc- 
tions to determine value of prior estate. 
Court noted that statute does not an- 
swer issue presented. After considera- 
tion of conflicting cases, Tax Court held 
that use of funds other than estate as- 
sets to satisfy claims does not result 
in computing deduction for property 
previously taxed without consideration 
of these claims. This would give unfair 
tax advantage to income-producing es- 
tates or well-financed heirs. Taxes reduce 
value of estate for purposes of this de- 
duction even if they are not proper de- 
ductions to determine taxable estate of 
prior decedent. Estate of Roswell G. 
Ackley, 23 T.C. — No. 84, Jan. 18, 1955. 


Life insurance held in trust was in- 
cludible in decedent’s estate only to 
extent he paid premiums. Decedent’s 
wife transferred securities and policy of 
insurance on decedent’s life to trustees. 
Wife was original applicant and owner 
of policy. Trust income was to be used 
for premium payment, excess income 
payable to wife. Decedent in conjunc- 
tion with wife and daughter had power 
to alter, amend or revoke trust. Subse- 
quently, decedent made transfers of 
property to trust. Commissioner as- 
sessed estate tax deficiency at decedent’s 
death contending that entire proceeds of 
life insurance were includible in dece- 
dent’s gross estate. 


HELD: Commissioner sustained, in 
part. Decedent did not possess any inci- 
dents of ownership in policy under Sec. 
811(g)(2)(B) of 1939 Code. Decedent’s 
right, in conjunction with wife and 
daughter, to amend trust, was an inter- 
est in the trust, not in the insurance 
policy. Trustee had direct ownership of 
policy and statute requires incident of 
ownership in policy itself in order to 
include proceeds in decedent’s estate. 
However, decedent transferred property 
to trust which was not segregated. Since 
first duty of trust was to apply income 
to pay premiums, Tax Court held that 
decedent paid premiums in proportion 


to respective transfers to trust by hus- 
band and wife in each year. Life insur- 
ance is includible in gross estate to ex- 
tent premiums attributed to decedent 
bear to total premiums paid. Gifts to 
the wife did not support allegation that 
decedent indirectly paid premiums or 
made transfer in contemplation of death. 
Estate of Miram Karagheusian, 23 T.C. 
—No. 102, Jan. 31, 1955. 


Unpaid charitable pledge is not de- 
ductible from decedent’s gross estate. 
Prior to decedent’s death, he signed 
pledge to contribute $1,000 to charitable 
organization. After decedent’s death, 
charity filed proof of claim which was 
allowed by probate court. Decedent’s 
wife, as executrix, did not contest claim. 
Commissioner assessed estate tax defi- 
ciency, disallowing $1,000 deduction as 
not being legally enforceable against 
estate. 


HELD: Commissioner sustained. Pay- 
ment was not charitable bequest, since 
no provision for such payment was made 
in decedent’s will. Accordingly, amount 
can be deducted only if pledge was a 
legally enforceable claim against estate, 
regardless of actual payment by execu- 
trix. Decision is controlled by state law. 
Since charitable pledge, without consid- 
eration, is unenforceable and no proof 
of consideration was offered, claim could 
not be deducted from gross estate. 
Estate of Stanley T. Sochalski, T.C. 
Memos., 1955-19, Jan. 28, 1955. 


INCOME TAX 


Trust beneficiary taxable on proceeds 
of foreclosure sale allocated to income 
account in year of sale. Taxpayer was 
income beneficiary of trust which held 
bonds and mortgages on two parcels of 
real estate. Mortgages were foreclosed 
and subsequently, after many years of 
mortgage salvage operations, properties 
were sold in 1944 and 1945. Trustee re- 
ceived cash and purchase money mort- 
gages. Under New York law, which 
governed, beneficiary became entitled to 
portion of sales proceeds. In May .1945, 
trustee calculated income beneficiary’s 
share of proceeds and paid over the 
portion consisting of cash. However, 
portion of purchase mortgage received 
on sale allocated to income account in 
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1945 was not distributed until years sub- 
sequent to 1945. Commissioner assessed 
deficiency, contending that full income 
allocations should be reported as cur- 
rently distributable income in decedent’s 
final return for sales made in 1944 and 
1945. 


HELD: Commissioner sustained, in 
part. Issue raised is whether allocated 
proceeds of sale, represented by inter- 
est in purchase money mortgage, was 
income currently distributable to bene- 
ficiary in year of sale or taxable upon 
actual distribution from trust. Under 
terms of trust, net income was to be 
currently distributed to beneficiary. Fact 
that income consisted of interest in mort- 
gage does not change rule that benefici- 
ary is to be taxed in year income is 
distributable whether or not actually 
distributed. Fact that determination of 
allocated share and actual distribution 
did not take place within taxable year 
does not change fact that income was 
earned and currently distributable in 
year of sale. Accordingly, allocated por- 
tion of income on sale in 1944 is tax- 
able in beneficiary’s return for that 
year. Income on 1945 sale is properly 
includible in beneficiary’s final return 
for 1945. Estate of Robert L. Dula, 23 
T.C. No. 85, Jan. 18, 1955. 


Employees taxable on annuity con- 
tracts received from non-exempt profit- 
sharing trust. Corporation created profit- 
sharing trust for benefit of designated 
employees. Subsequently, corporation 
was dissolved and trust terminated. 
After liquidation of corporation, trustee 
applied employee credits under trust to 
purchase annuity contracts. Such con- 
tracts were distributed to taxpayers in 


such manner as to give them complete 
ownership of their respective contracts. 
In year of distribution, profit-sharing 
trust did not qualify under Sec. 165(a) 
of 1939 Code. Commissioner assessed de- 
ficiency against taxpayers, contending 
that value of annuity distributed is tax- 
able income in year of distribution. 


HELD: Commissioner sustained. Since 
profit-sharing trust did not qualify un- 
der provisions of Sec. 165(a) of 1939 
Code in year of termination, provisions 
allowing deferral of tax upon distribu- 
tions of annuities during year when 
trust qualifies, are not applicable. Ac- 
cordingly, value of annuities is in- 
cluded in taxable income in year of dis- 
tribution under Sec. 22(a) of 1939 Code. 
Arthur W. Einstein, T.C. Memo. 1955-6, 
Jan. 18, 1955. 


GIFT TAX 


Donor is held to have made taxable 
gift of property devised to him. Husband 
and wife established trust in 1938 for 
6 children with husband designated as 
trustee. Upon wife’s death, her will 
made husband sole beneficiary of her 
estate which included certain lands held 
as community property in Texas. Wife’s 
will was never offered for probate. 


Soon after wife’s death in 1944, hus- 
band conveyed to himself, as_ trustee 
under 1938 trust, entire interest in such 
community property. Conveyance was 
made individually and as devisee of 
wife’s will. Gift tax return was filed for 
1944 reporting entire value of property 
as taxable gift. In 1948, husband exe- 
cuted renunciation of all interest under 
his wife’s will and made claim for re- 
fund of gift taxes paid contending that, 
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under Texas law, he made a gift of one. 
half interest, having never had title to 
one-half interest devised by wife. Dis. 
trict Court denied taxpayer’s claim. 


HELD: Affirmed. Under Texas lay, 
title to devised property vests immedi. 
ately upon death. However, will could 
not be used to prove title unless probated 
within four years of wife’s death. Though 
will was not probated and no decision 
can be made as to validity of title held 
by trustee, at time of transfer, taxpayer 






















































































































































































































































transferred his entire interest both indi. § I 
vidually and as devisee. This act gave § ble 
trustee right to perfect title within four. § fund 
year period by offering will for probate, §% | 
Accordingly, taxpayer transferred suffi. § Kille 
cient interests to trustee to perfect title deat 
to entire property. Fact that no action § {! 
was taken to accomplish this by trustee § ce 
does not change character of transfer as Nat 
completed gift of entire ownership of such 
property for tax purposes. Rodgers », bene 
United States, 5th Cir., Jan. 25, 1955. S 
are 

REVENUE RULINGS «4 

cee 

Estate Tax: Refund based on credit § Nat 
for state inheritance taxes does not bear § 10 ! 
interest. Upon audit of estate tax re- § cons 
turn, deficiency was assessed and paid. § sure 
Deficiency was based upon disallowance § cee 
of credit for state inheritance taxes be- § suré 
cause no proof of payment was made. §). | 
Subsequently, claim for refund was filed h 
proving payment of state taxes and pay 
right to credit. are 
Service rules that no interest is allow- § emy 
able on estate tax overpayment based on § Sec 
credit for state inheritance taxes. Rev. Jem 
Rul. 55-69, I.R.B., 1955-6, p. 17. fro 
pur 

Income Tax: Trust beneficiary is not § em 
taxable on income irrevocably assigned § Sec 
to another. Income beneficiary of trust § lish 
continues to be taxable on income even § its 
though he periodically designates third § pre 
person to receive payments from trustee. ¢ 
Service rules, however, that trust bene- § jira 
ficiary will not continue to be taxable § ny 
on trust income, where he executes irre- § a, 
vocable assignment of trust income for § no. 
period of not less than 10 years. Ruling §¢ 
is contingent upon beneficiary not be- § oy) 
ing considered substantial owner of Joy 
trust income under Reg. 118, Sec. 39.22- i, 
(a)-21 or See. 167 of 1939 Code. Rev. ing 
Rul. 55-38, I.R.B. 1955-4, p. 24. gr 
em 

Income Tax: Trust income may be by 





taxable to grantor retaining reversion § sic 
effective at death. Under Reg. 118, Sec. § mz 
39.22(a)-21(c), applicable to 1939 Code, §ito 
trust income may be taxable to grantor file; 
who possesses reversionary interest §», 
which may vest within 10 years from 
creation of trust. Reversion within 15- 


year period will also create tax liability wi 
if certain administrative powers are 


retained. 
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Service rules that trust income will 
be taxable to grantor where reversion- 
ary interest will take effect upon the 
happening of some event and such event 
will probably occur within 10 or 15-year 
period. Accordingly, where trust is cre- 
ated reserving to grantor reversionary 
interest to take effect at his death, trust 
income will be taxable to grantor if his 
life expectancy is less than 10 or 15 
years, whichever is applicable. Rev. Rul. 
55-34, I.R.B., 1955-4, p. 9. 


Income Tax: Beneficiaries are not tax- 
able on United Nations death benefits 
funded by life insurance. Beneficiaries 
of staff members of United Nations 
killed in service are guaranteed specified 
death benefits. Benefits are payable to 
designated beneficiaries or to estate of 
deceased member. In each case, United 
Nations purchases insurance to fund 
such agreement, designating itself as 
beneficiary. 


Service rules that such death benefits 
are excludible from taxable income un- 
der Sec. 22(b)(1) of 1939 Code as pro- 
ceeds of life insurance. Since United 
Nations purchases life insurance solely 
to meet death benefit payments, it is 
considered merely a conduit of the in- 
surance proceeds to the beneficiary. Pro- 
ceeds retain their character as life in- 
surance. Rev. Rul. 55-63, I.R.B., 1955-6, 
p, 42. 


Income Tax: $5,000 death benefits 
payable under group annuity contracts 
are excluded from gross income where 
employee had forfeitable interest. Under 
Sec. 22(b)(1)(B) of 1939 Code, $5,000 
employee death benefits are excludible 
from gross income if payment is made 
pursuant to express contract between 
employer and employee. Under Reg. 118, 
See. 39.22(b)(1)-2(c), if there is estab- 
lished plan for payment of death bene- 
fits communicated to employees, an ex- 


sress contract is deemed to exist. 


Service rules that group annuity con- 
tract, terms of which have been com- 
municated to employees, is considered 
an established plan so as to qualify pay- 
ments under Sec. 22(b)(1)(B) of 1939 
Code. However, payments must be made 
only by reason of employee’s death and 
employee must not possess vested right 
to payments during lifetime. Accord- 
ingly, payments up to $5,000 under 
group annuity may qualify for tax ex- 
emption, if payments are payable only 
by reason of employee’s death. Exclu- 
sion does not apply to any payments 
made from insurance reserve payable 
‘0 employee upon termination prior to 
leath. Rev. Rul. 55-72, I.R.B., 1955-7, 
p 11, 


Income Tax: Tax-exempt portion of 
Pension trust death benefits in install- 
ments. Under Sec. 22(b)(1)(B) of 1939 
Code, employee death benefit payments 
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Gordon F. Brown, center, Okla- 
homa University senior, takes 
a look at a check for $500 which 
goes to the O. U. Foundation to 
be paid to him in $100 monthly 
installments while he conducts 
research in estate planning. 
Kenneth N. Sloan, left, assistant 
vice president and _ assistant 
trust officer of the Liberty Na- 
tional Bank and Trust Co., Okla- 
homa City, holds the check 
while Earl Sneed, Jr., Dean of 
the O. U. Law College, looks 
on. The check represents the 
Third Annual Liberty National 
Bank and Trust Co. scholarship 
award made to an outstanding 
law student to encourage inter- 
est in estate planning. 





are excludible from gross income up to 
$5,000. This exclusion only applies to 
amounts to which the employee had for- 
feitable interest prior to death. 


Where entire death benefit was for- 
feitable prior to death, Service rules 
that installment death benefits payable 
to beneficiary of employee under quali- 
fied pension plan are all excluded from 
income tax until such payments equal 
$5,000. Thereafter, all payments are 
subject to tax. Where employee had 
non-forfeitable right to portion of 
death benefit before his death, part of 
each installment payment is subject to 


tax. Until $5,000 is excluded from in- 
come, only that part of annual payments 
will be exempt which bears same ratio 
as amount of forfeitable interest bears 
to total death benefit. Rev. Rul. 55-64, 
I.R.B., 1955-6, p. 13. 


4 a2 A 


® Security Trust Co. of Lexington, Ky., 
is sponsoring its Second Annual Will- 
Drafting Contest for law students at the 
University of Kentucky. The contest is 
open to all students who are enrolled in 
their final year of law, and to any other 
students in the course in Estate, In- 
heritance and Gift Taxation. 
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WHERE THERE'S A WILL 


JAMES HILTON, author of “Lost Hori- 
zon,” “Random Harvest” and other best- 
sellers, bequeathed $25,000 to his secre- 
tary and a life income of $500 each to 
his first wife and his father. After their 
death, the estate goes to a cousin. The 
second Mrs. Hilton had divorced the re- 
nowned writer in 1945 and his subse- 
quently executed will and codicil named 
his first spouse and Security-First Na- 
tional Bank of Los Angeles as executors 
and trustees. 


ELIZABETH C. Morrow, widow of 
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Dwight W. Morrow, one-time United 
States’ Senator from New Jersey and 
Ambassador to Mexico, and a_ well 
known educator and poet in her own 
right, made bequests totaling some 
$330,000 to educational, religious and 
charitable institutions. Her daughter, 
Mrs. Charles A. Lindbergh, was named 
with J. P. Morgan & Co., Inc., as co- 
executors and co-trustees of the will 
which provides other legacies bringing 
the aggregate to nearly one million dol- 
lars. Smith College, of which Mrs. Mor- 
row was an alumna and the first woman 
president in its then 65-year history, re- 
ceives $100,000, as does her late hus- 
band’s alma mater, Amherst College. 
Two sisters are bequeathed $150,000 and 
$100,000 respectively, with a friend get- 
ting: $50,000. Mr. Lindbergh is one of a 
number of relatives to receive $10,000 
each. The residue of the estate is left 
in trust for the children and their de- 
scendants. 


CHARLES BELKNAP, former president of 
Monsanto Chemical Co. and vice chan- 
cellor of Washington University in St. 
Louis, declared in his will that all house- 
hold furniture and effects in his town and 
country residences were the separate 
property of his wife and his executors 
were to make no claim of ownership 
thereto. All other tangible personal prop- 
erty is bequeathed to Mrs. Belknap who 
also receives outright one-half of the 
residuary estate. The other half it placed 
in trust with her and The Boatmen’s 
National Bank of St. Louis to pay her 
the income for life and so much of the 


principal as is necessary to maintain her 
in the standard of living to which she 
has become accustomed, if her other in. 
come and assets are insufficient for that 
purpose. The trustees are also authorized 
to encroach on principal to provide 
against any emergencies. Upon Mrs. Bel. 
knap’s death, the trust is to be divided 
one-third to pay the income to the testa. 
tor’s brother for life, with the remainder 
to be distributed per stirpes to his sur. 
viving descendants, the other two-thirds 
to pay the income to the widow of a de. 
ceased brother for life, the remainder 
to her surviving descendants. Direction 
to use principal similar to that mentioned 
above is made for the sister-in-law’s 
benefit. The executors are to pay all 
death taxes out of the general estate but 
they are not to be charged with the pay- 
ment of any Missouri inheritance tax 
which cannot be determined finally as of 
the date of death. 


A AA 


Estate Planner’s Day Held 
in Albany 


Co-sponsored by six banks in Albany, 
Glens Falls and Schenectady and the 
Business Division of Siena College, the 
First Annual Estate Planner’s Day for 
Northeastern New York was held in the 
capital city on February 19. The panel 
for the all-day session consisted of Albert 
Mannheimer, New York attorney; Robert 
J. Lawthers, director of benefits and 
pension business for New England 
Mutual Life Insurance Co.; William B. 
Ogden III, trust officer of Merchants Na- 
tional Bank & Trust Co. of Syracuse; 
John F. Gleason, assistant counsel and 
tax attorney for New York Life Insur- 
ance Co.; and Benjamin I. Stern, of As- 
sociated Estate Analysts, New York. 
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7” z IssETS —- Administration — Title consideration paid for assignments by of the deceased son’s will. The latter 

Bel May Not Be Adjudicated by Ex- heirs, etc.) is binding. As a reasonable will made a gift to an established Home 

vided ceptions to Inventory restriction on the right of contract that upon certain conditions; if the Home 

esta. iiashallesiitinn< Abita Caank section is valid constitutionally. did not agree to comply, then the gift 

nder Rogers Estate, 379 Pa. 494. was to the Baptist Church for use at 

sur. its nearest Orphanage. 

hirds | A Party in interest filed exceptions to CHARITABLE TRusTs—Attorney Gen- Stee ete: diel te Wetiunh ties maa 
the inventory and appraisement on the eral May Not Bring Petition to : , 

a de. ; : Be widow remarried. The Home elected to 

. ound that the executor failed to Determine Heirship ; ue 

inder #F" hi if with dditional $1 comply with the conditions. At the ac- 

ction pearee Dimse a 2 6 a. $10,- California—Supreme Court counting of the $20,000, the lower court 

ioned 32 cash. The executor filed an an- Estate of Quinn, 43 A.C. 810 (Jan. 14, 1955), owarded the fund to the Home. A sur- 

» ewer denying that he owed the money annulling decision abstracted in October, 1954 i 

law’s # d ded : trial hich th issue. viving son of the testator appealed on 

y all a nee S yeey Sey Wee 4 . , . the ground that the wording of the 
lower court granted. The executor then Testatrix left certain money in trust : : His 

e but i election to comply did not sufficiently 
appealed. to her husband and another “and at 4 : 

pay- their deaths * * * to charity.” Both °* forth the details of the compliance. 

tax | HELD: Reversed. In the settlement of aera y pi 

as of [, decedent’s estate, title to property beneficiaries predeceased testatrix. The HELD: Affirmed. The condition pre- 
should not be determined by exceptions ttorney General in this proceeding, cedent to the receipt of the fund was 
yan inventory and appraisement which through a petition to determine heirship, the election to comply. Once it received 
nils to include property claimed to be- sought to have it adjudicated that the the fund, the Home would become a 

id lng to the decedent. The function of an will created a charitable trust. The lower trustee for itself and be required to 
ventory and appraisement is to fix C°U%t denied the petition on the ground carry out the purposes specified in the 
presumptively the existence of property “the Attorney General has no standing gift. If it failed to do so, compliance 

any, possession of the fiduciary and the to petition as an heir.” The District Court eould be enforced by the Attorney Gen- 

a value thereof. Such listing does not of Appeal reversed. eral or some person having a special 

, aa wfect the true ownership and value. HELD: Reversed and order of the trial interest in such enforcement. 

» the #° fiduciary should file an account and court affirmed. The Attorney General is 

sane] f audit a claim for a surcharge may not a person authorized (namely, execu- CHARITABLE ‘TRUSTS — Potential 

Ibert gue" be presented for the $10,900. If the tor, administrator, person claiming to be Beneficiary of Cy Pres Doctrine 

teaail court then determines that a substantial an heir or entitled to distribution) to May Not Appeal from Adverse 

and lispute exists concerning decedent’s petition to determine heirship within Pro- Decree 

land tle to the fund, the executor is entitled hate Code § 1080. If an authorized person siiitdaiceaiiaai italia. 

aie oe. files an heirship petition, the Attorney First Christian Church v. Brownell, 1955 A.S. 

; Na- General may properly appear and urge 3, Jan. 3, 1955. 

cuse; PPENEFICIARY RELATIONS — Statute his claim or he may intervene upon a In 1941 the First Christian Church 

and _—* Assignments by Heirs is petition for distribution. t Yah Rie ak ek ee 

— pointed a Committee to turn over the 

California—Supreme Court 


f As- 


Burchell v. Strube, 
1955). 


43 A.C. 852 (Jan. 25, 


Cox, a professional heir hunter, ob- 
ined assignments from three heirs of 
0% of their interest in Moore’s estate 
n consideration of his services in find- 
ig the estate and proving their relation- 
hip to decedent. The Superior Court, 
a proceeding in 1949, held the contract 
ivalid because of high pressure, unlaw- 
ul practice of law by Cox, and on other 
rounds; also that the amount was un- 
easonable. The court allowed 10% of 
he heirs’ interest. 

Estate was distributed in 1950, the 
lecree making provision for paying Cox 
0% of the heirs’ distributive shares. 
hereafter Cox assigned his interest to 
ne Wiley, a defendant in this case. 
iley served notice on Burchell, admin- 
trator of Moore’s estate, that he 
aimed an additional 30% of the heirs’ 
mares. Burchell then brought this inter- 
Meader action. Wiley appealed from a 
hdgment against him. 

HELD: Affirmed. The 1949 adjudica- 
ion under § 1020.1, Probate Code (which 


















CHARITABLE TRUSTS — Compliance 
with Condition of Acceptance 


Pennsylvania—Supreme Court 
Miller Estate, 380 Pa. 172. 


Testator left his estate to his widow 
for life and at her death, $20,000 in 
trust for a deceased son’s widow for life 
or until remarriage, and at her death 
or remarriage, the sum was to be paid 
to charity as set forth in items 7 and 8 


property to the Conference ‘of which it 
was a part. The proceedings in this case 
were five different petitions by the 
Church, each asking that a certain fund 
be applied cy pres. The Attorney General 
and the heirs, etc., of the various donors 
or testators were made respondents. As 
to four of the funds and part of the fifth 
the judge found that there was no general 
charitable intent on the part of the 
donors and therefore the funds should 
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not be applied cy pres, but reverted to 
the heirs, etc., of the donors or testators. 
The Conference appealed, and the real 
question at issue was its right to appeal. 
In some cases motions to dismiss its ap- 
peal had been filed and allowed and the 
decree appealed from. In other cases no 
motion to dismiss its appeal had been 
filed. 


HELD: Appeals dismissed. The Con- 
ference was not an aggrieved party and 
had no right of appeal. An organization 
which hopes to be the beneficiary of cy 
pres has no private interest, no interest 
differing in kind from that of the public 
generally, which is represented exclusive- 
ly by the Attorney General. Hence it has 
no standing to appeal. 


As to the cases where no motion to 
dismiss had been filed, that made no dif- 
ference. Matters affecting the jurisdic- 
tion of the court are open for con- 
sideration without motion. 









COMPENSATION — Court May Not 


Vary Commission of Trustee Fixed 
by Will 


California—District Court of Appeal 


Estate of Bodger, 
1955). 


130 A.C.A. 467 (Jan. 26, 


Will fixed the trustee’s annual com- 
pensation at % of 1% of reasonable 
value of corpus. Decree of distribution 
incorporated this provision. In annual 
accounting some years later the trustee 
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took credit for agreed compensation. 
Trial court decided the fee was excessive 
and ordered that in ensuing years the 
trustee would be allowed a “just and 
reasonable compensation.” 


HELD: Reversed. Decree of distribu- 
tion was final and conclusive. Court ex- 
ercising its probate jurisdiction does not 
have general equity powers of same 
court sitting as court of equity, and 
does not have power to change terms 
of a decree of distribution. Court had 
no power to alter terms of contract be- 
tween testator and trustee. A declara- 
tion of trust is a contract between trus- 
tor and trustee for benefit of a third 
person. 


CONFLICT OF LAws — Validity of 
Exercise of Power of Appointment 
in Favor of Charities 

New York—Supreme Court, Special Term, 

Part I 

In re Bankers Trust Co. 

February 16, 1955. 

A trust indenture was executed in 
New York; the original trust assets 
were delivered in New York to a New 
York corporate trustee; and it was pro- 
vided that the trust be governed by New 
York law. The settlor was domiciled in 
Nevada when the trust was established; 
but he was domiciled in Florida at the 
time of his death and during the pre- 
ceding sixteen years. The settlor re- 
served power to revoke the trust and 
also reserved a testamentary power to 
appoint the income and principal of the 
trust. 








(Pratt), N.Y.L.J., 


By a will executed within six months 
of his death, he bequeathed one-third 
of his residuary estate, including all 
property over which he had power of 








disposition, to charitable corporations, 
In the Florida probate proceeding, upon 
the application of the settlor’s wife and 
children, the court declared the charj. 
table gifts void pursuant to a Florida 
statute which voids gifts to charities 
in a will executed within six months of 
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a testator’s death, upon the protest of § HE 
the testator’s wife or children. The § proce 
settlor’s wife made the same application § term 
and protest in a proceeding brought by §acco? 
the trustee in New York for settlement §vill 
of its account. amerY 
HELD: The provisions of the trust ~ 
indenture and the will clearly demon- ne | 
strate an intention to dispose of all the 
property by the will and not the trust. 
Therefore, the disposition of the trust 
property must be in accordance with JuR’ 
the provisions of the will subject to the ; 
laws of Florida, his domicile at the time - 
of his death—and the charities may not 
take the trust property. 
De 
INSURANCE TRUSTS — Life — Will Bhe 2 
Could Not Modify Terms him 
Colorado—Supreme Court — 
Brown v. International Trust Co., decided Dec, with 
13, 1954. sign 
Wegemann created a life insurance §%h 
trust under the terms of which the trus- §°"* 
tee was to pay Becker the net proceeds died 
of the policies of insurance. In the life will 
insurance trust Wegemann reserved to § hi 
himself all rights under the policies, in- 9% 
cluding the right to change beneficiaries, § '? 
and he also reserved the right to amend fro 
the trust instrument by an instrument § 
in writing delivered to the trustee dur- §)'° 
ing his lifetime. ee 
® the 





He thereafter executed a will, provid- 
ing that all life insurance payable to 
the trust company should be paid over 
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on his death to Brown for the use of 
grown’s children. This was an action to 
ytermine whether Becker under the 
rms of the life insurance trust agree- 
ment, or Brown under the terms of the 
will, was entitled to the proceeds of the 
life insurance. 

HELD: Becker was entitled to the 
proceeds which went according to the 
terms of the life insurance trust and not 
according to the terms of the will. The 
wil did not act as a modification or 
amendment of the life insurance trust 
agreement, because it was not an instru- 
ment in writing delivered to the trus- 
tee during the lifetime of the settlor. 


JURISDICTION — Orphans’ Court has 
Authority Over Agreements Relat- 
ing to Distribution of Estate 


Pennsylvania—Supreme Court 
Way Estate, 379 Pa. 421. 


Decedent made a will in 1929 in which 
he gave his estate to his son and named 
him executor. Shortly afterwards, Hazel 
became decedent’s housekeeper and lived 
with him as his wife. In 1934, decedent 
signed a paper stating that Hazel was 
to have all of his estate if she took good 
care of him during his lifetime. Decedent 
died in 1948. The son probated the 1929 
will and made an agreement with Hazel 
which provided inter alia that she would 
not probate the 1934 paper. She later 
repudiated the agreement. She appealed 
from the probate of the 1929 will; pro- 
bated was opened and the 1934 paper 
probated. The son was not removed as 
executor. At the audit of his account, 


mthe lower court directed distribution in 


Hazel 
Orphans’ 


accordance with the agreement. 
appealed, claiming that the 


Court: had no jurisdiction to pass on an 
agreement between two living persons. 

HELD: Affirmed. The fund was 
properly before the Orphans’ Court as 
the executor had not been removed and 
was in possession of the assets. When 
a distributee makes a contract or deals 
with his distributive share, the Orphans’ 
Court has jurisdiction to pass on the 
validity of the contract or transfer if 
the distributee expressly or impliedly 
assigned his interest. Since the agree- 
ment here provides for a distribution of 
a decedent’s estate, no assignment is 
required to give the Orphans’ Court jur- 
isdiction, but if any were required, it 
would be implied from the agreement. 
Hazel was the sole beneficiary without 
restriction in the 1934 will and she could 
therefore properly waive or release her 
interest and agree not to probate that 
will. 


PERPETUITIES — Direction for Con- 
tinuing Annuity Payments to Sur- 
viving Issue of Primary Annuitant 
is Invalid 
New York—Surrogate’s Court, Broome County 

Matter of Coffin, 136 N.Y.S. (2d) 64. 


The executor was directed to purchase 
annuities to provide an income for life 
for the testator’s grandson with provi- 
sions that his surviving issue would 
succeed to the remaining annuity pay- 
ments if the grandson died before com- 
pletion of all payments. The grandson 
now has three children. The special 
guardian for the grandson’s issue con- 
tends that to comply with the will the 
annuity contracts should provide for 
payment on the grandson’s death of a 
lump sum to his then living issue, and 
that the provision for the continuation 
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of annuity payments after the grand- 
son’s death is void because it violates 
the rule against perpetuities. 


HELD: The will requires continuation 
of the annuity payments to the grand- 
son’s surviving issue and therefore vio- 
lates the New York rule against perpet- 
uities because the possible beneficiaries 
might be more than two and some or 
all of them might not be in being at 
the testator’s death. The gift to the 
grandson’s issue is therefore invalid. 
If the grandson dies before receiving all 
payments under the annuity contracts, 
the remaining payments would be intes- 
tate assets. 


Note: The opinion does not show 
whether it was argued or considered 
that the annuity contracts created con- 
tractual rights and not interests in prop- 
erty, and were therefore not subject to 
the rule against perpetuities. 


SPENDTHRIFT TRUSTS — Income At- 
tachable to Meet Claims of Minor 
Children for Maintenance 


District of Columbia—U. S. District Court 
Seidenberg v. Seidenberg, 126 F. Supp. 19. 


Defendant was beneficiary under a 
spendthrift trust established under the 
will of his father which provided that 
the principal and income should not be 
subject to attachment or garnishment 
while in the hands of the trustees. De- 
fendant’s wife sought to garnish the 





ion National 25-story 

is quite a change on 
yline and it symbolizes 
rete form the tremendous 
progress of the South 


progressing » i 
We hope to move 
into the new quarters: 
about the middle 
of the year. Come 

see us when you 
are in Atlanta. 


the 
Fulton National Bank of Atlanta 





Member Federal Deposit Insurance Corporation 





271 





trust proceeds to obtain arrears of court 


awarded maintenance for their children. 
The trustees answered that under the 
specific provisions of the trust, the pro- 
ceeds were not subject to garnishment. 
Plaintiff filed a traverse and defendant 
move to quash. 


HELD: Motion denied. Income of a 
spendthrift trust can be reached for the 
purpose of meeting claims of the bene- 
ficiary’s wife and children for alimony 
and maintenance. Although under Eng- 
lish law, spendthrift trusts are invalid 
as against public policy, nevertheless 
they have acquired general acceptance in 
the United States. The issue, however, in 
this case did not involve the validity of 
a spendthrift trust as against the rights 
of creditors generally, but only whether 
the income of such a trust could be 
reached for the payment of maintenance 
to minor children. As to this narrower 
query, “on the basis of the demands of 
natural justice, as well as on principle 
and the greater weight of authority,” 
the income could be so reached. 























SPOUSE’s RIGHTS — Election of Wid- 
ow to Take Under Will — Carries 
Restrictions 


Georgia—Supreme Court 
Wells v. Scott, 210 Ga. 756° 


Will contained the following items: 


“Item 2. I give and bequeath unto 
my beloved wife * * * the income from 
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all my business property * * * for and 
during her natural life, and during her 
control of said property and while she is 
receiving the income therefrom, she is to 
pay for the necessary repairs, taxes, 
(etc.). This bequest is in lieu of dower 
and year’s support.” 

“Ttem 10. ** I ** direct my executor 
** to dispose of all my farm land *** 
together with all personalty, *** retain- 
ing the proceeds of such sales *** to 
pay any debts that I may owe at my 
death, or other legal charges against my 
estate.” 

“Item 14. After all legal charges 
against my estate shall have been paid 
should there remain in the hands of my 
executor any funds, it is ** my will that 
such residue be paid to my wife ***, If 
the funds coming into my executor’s hands 
are insufficient to meet all legal demands 
incident to the settlement of my estate, 
I direct that my wife *** pay such deficit 
out of current income.” 

The wife elected to take under Item 2. 
The executor assented to this legacy, 
but refused to deliver the property. The 
wife sued for delivery. The executor in 
his answer prayed for construction of 
the will. 


The trial court made a decree, requir- 
ing delivery of the property under Item 
2 and the income therefrom from date 
of testator’s death to the wife; requir- 
ing sales of property under Item 10 and 
payment of debts from proceeds of sale; 
and providing a means through retained 
jurisdiction for accounting by executor 
of sales and payment of debts under 
Item 10; and further providing that 
any excess would be paid to the wife or 
deficiency paid by her. On appeal - by 
both parties, the wife contended that: 


(1) By election to take under Item 2 
she was required to forfeit rights to 
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year’s support and dower, so that she 
took the property by purchase and was 
not subject to the burdens contained in 
Item 14. 


(2) By imposing a burden upon the 
life estate to pay the debts of the de 
ceased, a limitation is placed upon the 
right of the widow to dower since this 
life estate was taken in lieu of dower. 


HELD: Affirmed. (1) Conceding that 
the wife took by purchase, nevertheless, 
“she became the purchaser only of the 
interest devised to her, including the 
burdens placed upon that interest. She 
can not elect to take the benefits under 
the will and reject the burdens. ***” 


(2) The life estate here involved is not 
dower. The life estate together with its 
burdens was accepted in lieu of dower, 
but it can not be construed to be dower 
or to be endowed with the attributes of 
dower. 


The trial court properly retained jur- 
isdiction, pursuant to its equity powers, 
“to supervise the administration of the 
estate to see that justice is done.” 
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will and settlement of accounts, heirs 
objected and claimed partial intestacy 
with regard to portion of estate payable 
to two hospitals. Superior Court ap- 
proved accounting. 


HELD: Affirmed, per curiam. Testa- 
tor was resident of New Jersey and 
since bequests were of personalty, valid- 
ity of bequests is controlled by laws 
of New Jersey. Misnomer of legatee will 
not defeat bequest where there is suffi- 
cient description. This is especially true 
in case of charitable bequests. Because 
hospitals were well known and no other 
charitable institutions bear the same 
name, no extrinsic evidence is necessary. 
Fact that, under New York law, unin- 
corporated association cannot receive 
bequests does not invalidate bequest. In 
such case, City of New York, corpora- 
tion, receives bequests as trustee for 
hospitals. 


WILLs — Construction — Devise to 
A and Bodily Heirs Creates Life 
Estate 


Missouri—Supreme Court 
Pixlee v. Petty, 274 S.W. (2d) 257. 


Testator devised to his widow a life 
estate in certain real estate, with the 
following additional provision: 


“*4. I give and devise all my real 
estate, subject to said life estate, and the 
right in my said wife and said Hugh Pix- 
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lee, to sell the home property and the 
Chanslor farm, to my only living child, 
Maude Pixlee, and to her bodily heirs. If 
she should die without leaving bodily heirs, 
then I give and devise the remainder 
which would go to said bodily heirs, if 
such existed, to my brothers and sisters, in 
fee simple, in equal shares, the descendants 
of such of my brothers and sisters as may 
be dead at the date of the death of my 
said daughter, to take per stirpes the 
share such brother or sister would have 
taken, if living. If my said daughter should 
die prior to the death of my said wife, 
then possession of the real estate in this 
clause given to such devisees is postponed 
until the death of my wife. ***’” 


After the death of testator and his 
widow, and after the marriage of testa- 
tor’s only child, the child died leaving 
her husband surviving. In a partition 
suit, the issue was whether testator’s 
brothers and sisters were entitled to the 
property or whether testator’s daughter 
had been devised a fee simple which her 
husband inherited from her. The trial 
court held that only a life estate had been 
devised to testator’s daughter. Her hus- 
band appealed. 


HELD: Affirmed. In the devise to his 
daughter, testator has used language 
which at common law would have created 
an estate in fee tail. By reason of Sec- 
tion 442.470, R.S. Mo. 1949, such a de- 
vise creates a life estate only. Following 
this life estate, testator had created al- 
ternative remainders sometimes referred 
to as “remainders on a contingency with 
a double aspect.” 


CORRECTION 


The two headnotes on “Distribution” 
at page 181 of the February issue were 
transposed in the make-up. The Califor- 
nia decision is the second case. 


WILLs — Construction — Devise of 
Vested Remainder in Realty 


Georgia—Supreme Court 
Napier v. Napier; 211 Ga. 145. 


Testator devised land to his wife foy 
life, then to his daughter and oldest son, 
Thomas. He then provided that 


“the property herein given to my. son 
Thomas shall at his death become the 
property of his children and if no children, 
then the property of his grandchildren, jf 
any, but if neither children nor grandchil. 
dren survive him, it is to become the 
property of my daughter, and it is further 
my will and devise that the property herein 
given to my daughter shall at her death 
become the property of her children, if 
any, and of her grandchildren if no chil. 
dren, but if neither children nor grand. 
children survive her, then it is to become 
the property of my son Thomas.” 


Testator’s wife died, after which 
Thomas died, leaving two sons. Testator’s 
daughter was in life at the time of the 
trial. She had no children. The question 
was whether, if testator’s daughter 
died without children or grandchildren, 
Thomas was entitled to the remainder 
interest in testator’s daughter’s life 
estate, or whether because Thomas pre- 
deceased testator’s daughter, the devise 
of the remainder interest passed to testa. 
tor’s heirs. The trial court held that 
Thomas was entitled to the devise in re- 
mainder. 


HELD: Affirmed. The language simply 
states that if testator’s daughter dies 


without children or grandchildren sur-f 


viving, the property is to become the 
property of Thomas. No conditions are 
attached. If he had intended that it 


should be a requirement that Thoma: | 


survive the daughter, he could easily 
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Estate 


have stated that the property should be- 
come the property of Thomas if he is 
then surviving, or words of similar im- 
port. 


WILLs — Construction — Intention 
as to Division of Stock where Inter 
Vivos Gift Made 


Wisconsin—Supreme Court 
Will of Emmerick, 268 Wis. 186 


In 1939 on the death of her husband, 
the testatrix received forty shares of 
common stock in the Emmerick Cran- 
berry Company together with shares in 
another company. The forty shares did 
not constitute the controlling interest. 
Thereafter, the testatrix gave two 
shares in the Emmerick Company to her 
son, John, to qualify him as an officer. 
In 1952, the testatrix executed a will 
leaving the residue of her estate to her 
two sons, John and Clarence, equally, 
but providing that: “ .. . the division 
of the common stock in the . . . Emmer- 
ick Cranberry Company be made so that 
each of my said two sons shall have an 
equal number of shares in both of said 
companies. By this I mean that it shall 
be determined how many shares in said 
companies each of my sons shall own at 
the time of my death and then the 
shares bequeathed by this will shall be 
divided so that the shares owned by 
each son at the time of my death and 
the amount bequeathed by this will shall 
give each son an equal number of shares 
in each of said companies. All other 
property of which I shall die seized is 
to be divided share and share alike 


| between my two sons. . .” 


Prior to testatrix’s death Clarence and 
his wife purchased jointly, from a third 
party, forty shares of common stock in 
the Emmerick Cranberry Company. The 


trial court held that the forty shares 
purchased by Clarence be considered in 
determining the distribution of shares 
under the will, thereby entitling John 
to all thirty-eight shares remaining in 
the testatrix’s estate at her death. 


HELD: Reversed. To find intent from 
the words of a will, the interpretation 
should show an intent capable of fulfill- 
ment. The stock was a family holding, 
having been passed from the father to 
the mother and from the mother to the 
sons. Testatrix intended to divide her 
estate equally between her two sons; 
she did not intend to equalize their pro- 
portionate interests in the Emmerick 
Cranberry Company. The gift of two 
shares to John was accomplished to 
qualify him as an officer of the com- 
pany, thereby requiring a provision in 
the will to provide for an equalizing 
testamentary disposition of the shares 
owned by testatrix. The language used 
was also intended to permit subsequent 
gifts of the shares without requiring 
subsequent changes in the will to effect- 
uate equal. distribution. Therefore, 
proper distribution of the shares under 
the will should leave twenty shares to 
Clarence and eighteen shares to John. 


WILLs — Construction — Widow 
Excluded from Gift to “Heirs by 
the Law of Descent” 


Illinois—Supreme Court 
Stites v. Gray, 4 Ill. (2d) 510. 


The decedent left no issue surviving 
and was survived by his widow and six 
brothers and sisters. Under the Illinois 
law of descent in force at the decedent’s 
death, the widow would have been en- 
titled to one-half the real estate and all 
the personal property. The decedent’s 
will provided a life estate in all his prop- 


erty to his widow with provision that at 
her death the real estate should “pass by 
the law of descent.” The disposition 
clause then continued: 


“ 


. . . It is my desire that the remainder 
after such life estate in my said wife shall 
vest at my death in such persons as 
would be my heirs by the law of descent. 
This applies to the real estate only. The 
personal property I give to my wife ab- 


solutely to own, use and dispose of as her 
own.” 


The widow having died, the heirs of 
the testator’s brothers and sisters brought 
suit for construction. 


HELD: The decedent’s widow received 
only a life estate in the real estate. Al- 
though a surviving widow is included in 
the technical meaning of the phrase 
“heirs by the law of descent” it would 
violate the testator’s expressed intention 
to differentiate between real and per- 
sonal property to include the widow in 
the phrase as used in this will. The 
technical meaning of a legal term used 
in a will will not be followed when the 
will indicates a contrary intention. 


WILLS — Probate — Instrument 
May Be Partially Admitted 


Oklahoma—Supreme Court 
In re Herrley’s Estate, 276 P. (2d) 247. 


Testator admittedly had testamentary 
capacity and the will was in proper form 
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and properly executed. Protestants ob- 
jected to the probate of the will on the 
grounds of incompetency and undue in- 
fluence. The lower court held the testa- 
tor was competent but that four of the 
paragraphs were bequests made because 
of undue influence. Probate was denied 
only as to those four paragraphs. Ap- 
peal was taken from petition for distri- 
bution pursuant to the partially probated 
will. 


Contestants claimed that the will could 
not be partially admitted and partially 
rejected, citing Section 42, 58 O.S. 1951, 
which provides: “ . . . The Court must 
render judgment, either admitting the 
will to probate or rejecting it.” The 
proponents claimed that the issue was 
controlled by Section 48, 84 O.S. 1951, 
providing: “A will or part of a_ will 
procured to be made by duress, menace, 
fraud or undue influence, may be denied 
probate....” 


HELD: Partial probate affirmed, cit- 
ing cases from various jurisdictions, in- 
cluding South Dakota and California, 
which have identical statutes, showing 
the rule to be that where a will was 
procured by duress or undue influence, 
only those portions subject to that in- 
firmity need be denied probate. 


WILLs — Probate — Lack of Testa- 
mentary Intent Disqualifies Docu- 
ment Otherwise Sufficient as Holo- 


graphic Will 


Tennessee—Court of Appeals (Middle Section) 
Davidson v. Gilreath, 273 S.W. (2d) 717. 


After the death of decedent, a script 
entirely in her handwriting and signed 
by her was found in her home. The docu- 
ment was’ in the form of a will, but a 
number of its provisions had been crossed 
out by decedent, and an attestation 
clause at the foot of the will with space 
for two witnesses to sign was blank and 
undated. On the back of the will of the 
deceased husband of decedent, there ap- 
peared in the handwriting of decedent a 
statement that this document was also 
“my will” for certain purposes. 


The script which was offered for pro- 
bate as the holographic will of decedent 
was found in an old envelope in a stor- 
age room, which contained discarded 
furniture and debris. This envelope was 
covered with dust when found, and con- 
tained nothing else except some can- 
celled checks and a copy of the will of 
decedent’s husband. Before decedent had 
gone to the hospital during her last ill- 
ness she had told a neighbor to take 
eare of her valuable papers which were 
locked in the drawers of a sideboard in 
the decedent’s bedroom. The room in 
which the script was found was in an 
entirely different portion of her home. 


The Circuit Court approved a jury 
verdict in favor of the script and 
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ordered it probated, since it was in de- 
cedent’s handwriting, signed by her, 
and her handwriting was identified by 
two witnesses, thus meeting all of the 
requirements of the Uniform Wills Act. 

HELD: Reversed. While the document 
technically complies with the require- 
ments of the statute as to holographic 
wills, it appears from the circumstances 


under which it was found that it was. 
not intended by decedent to be her lasgt| 
will and testament. It was nothing more. 
than a draft of a will, and there is 4g 
total lack of proof of testamentary in 
tent, which is essential before a docu. 
ment may be operative as a will. The: 
trial court should have directed a verdict 
in favor of the contestants. 
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